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THE COMMONWEALTH AND WORLD PEACE 


In his brief statement before he left London on 
his rapid Commonwealth tour, the British Prime 
Minister -said the chief purpose of his trip was “‘to 
listen, see, and learn.” If that statement had been 
specifically designed to please the Prime Ministers 
of India and the other members of the Common- 
wealth on his line of route it could hardly have 
been better phrased. He also said, incidentally— 
and how often it needs saying—that too many people 
take the Commonwealth for granted, which is a mis- 
take for, as he said, it is ‘“‘a community of nations 
of a unique character.” When one hears of the 
removal of the two historic Union Jacks so un- 
ceremoniously from the City Council Chamber in 
Singapore by newly-elected (30% of the total 
electorate) hoi polloi the question arises of how 
much more unique it can be. But they will get over 
that in due course! Once Britain was spoken of 
as redressing the balance of Europe. Now Asia is 
regarded as a factor in the same sense. Mr. 
Macmillan’s tour, unprecedented for a British 
Prime Minister in office, will take in the greater part 
of the Commonwealth, but in Asia most attention 
was no doubt directed to his visit to India. Delhi 
made it quite clear that it regarded the visit as 
historic—as indeed it was. Hitherto the Prime 
Ministers of the Dominions had to go to London, 
and were thus expected to spare the time and travel 
endurance the head of the British Cabinet was sup- 
posed never to be able to afford. 


Even so, the British Premier’s tour will serve 
notice on a watching world that though the Raj has 
withdrawn from direct responsibility for the 
governance of vast dominions in Asia, Britain’s in- 
fluence on this Continent remains much greater than 
that of any European State in financial, economic, 
and cultural matters. What has been dropped 1s 
the political direction. Substituted for it is persua- 
sion, backed by the attribution of natural political 


and diplomatic sagacity, never more valuable than 
in the impasse of a divided world to-day. It could 
well turn out to be a strengthening rather than a 
weakening of British influence. In any case Mr. 
Nehru let it be known that the Government of India 
would do the British Premier special honour, as 
indeed it did. 


The trip of the Permanent Head of the Foreign 
Office, which follows, emphasises the new importance 
of Asia in the parade of international alignment. 
It is true that this high official is primarily a Euro- 
pean in his experience and that therefore he needed 
some knowledge of Asia, even if transient, to help 
him in discharging his highly important functions. 
But the days when Germany or France or some other 
European State exercised the Foreign Office day and 
night are over—for ever, one hopes. The founda- 
tions have been laid for a new, united Europe, to 
which Britain will be attached through the proposed 
Free Trade area. It is right for all of us to take 
new note of a resurgent Asia in international values. 
It is right also for new Asia to take account of the 
equally profound revolution now being organised 
in Europe. Fifteen years after the first world war 
the Nazis were moving toward the creation of a 
racial revolution that separated them irrevocably 
from the traditions of and unity with their fellow- 
Europeans, while in Britain confusion became worse 
confounded by political fragmentation and an 
irresponsible pacifism among the youthful elite of 
the nation. Fifteen years hence there should be a 
solidly unified Europe of nearly 200 million people, 
with an allied free trade area to complete a Western 
bloc larger in numbers than with the U.S. or the 
Soviet Union. That is no small difference between 
the future and the past. Moreover, the urge which 
drove Germany twice into war will be satisfied when 
Europe is one and she has a part worthy of her 
people within it. Indeed, it is not too much to hope, 
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perhaps, that as the multi-millions of Asia rise to 
new grandeur the split personality of the Russians 
will end either in a sense of solidarity with Western 
Europe or in a sense of mission which will unite 
both East and West. 


In his welcome to his guest, Mr. Nehru spoke 
of the unique relationship of india and the United 
Kingdom. Though the spirit of appreciation rather 
than of hostility in which he couched his comment 
may not wholly have been lost on President Sukarno, 
itis perhaps too much to hope that the Indian states- 
man’s outlook is shared as fully by Mr. Sukarno as, 
perhaps, it may be shared by his more level-headed 
and less emotional colleague, Dr. Hatta. Potentially 
the split between the Dutch and the Indonesians is 
a split between East and West, and that would be 
good for neither. It is poor policy one day to carry 
an issue to the United Nations and then next day to 
say it cannot any longer be permitted any jurisdic- 
tion. Even the political horizon broadens these 
days. Europe is joining together and the growth 
of solidarity and economic sanity represented by the 
Common Market and the projected Free Trade area 
is even being expanded to embrace such ideas as 2 
free trade area between Britain and Canada and an 
economic merger of the Commonwealth, the U.S. 
and Western Europe such as was postulated by Sir 
David Eccles in his speech at San Francisco, as a 
sensible and effective means of competing with the 
Communist Bloe’s own economic programme. 
Certainly there must be more trade and economic 
planning all round. 


The Commonwealth has a foot in all non- 
Communist economic camps. It is still the only 
organisation wherein the two mighty currents of 
our age are conciliated, for one can hardly say that 
of the United Nations, which is rather a confluence 
of the hostile currents, which roar and foam around 
it. The Japanese Prime Minister, in his return to 
Tokyo after his trip to S.E. Asia and the Pacific 
Dominions, was said to have emphasised the extent 
of British influence still residing in these areas. 
Japanese policy, he said, would have to be attuned 
to that fact. It was cited no doubt as a slight cor- 
rective to another theory suggesting the linking of 
Japan’s economic forward policy with the Chinese 
on the spot. The Chinese merchant class can keep 
their foothold with the help of the British, but 
without it they would have to reckon with the new 
semi-Communist influences among the proletarian 
Chinese which are utterly hostile to their role. There 
is an old alliance between the British financial, in- 
surance, and trading communities and the Chinese 
entrepreneurs. It remains as needful as ever. It 
can most usefully be supplemented by the Japanese, 
for whom the Chinese entrepreneur can well play 
much the same role as he plays for the British and 
other suppliers. None can equal them as distribu- 
tors. British influence nowadays is largely the 
advance guard of Western influence generally which 
now has a far wider base, including the United 
States—almost a new factor in S.E. Asia—which is 
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in a sense a great reinforcement of the Western 
position more than compensating for the withdrawal 
of direct British responsibility and political domin- 
ance. Moreover, Australia is taking over much of 
the slack and playing a role quite disproportionate 
to numbers and to her minor position in this part 
of the world before the war. And French influence 
in Indochina is too deep and penetrating, especially 
in cultural matters, to be wholly dependent on the 
former political authority. 


It may well be assumed in Asia that any new 
plans the British Government may have devised for 
the future, whether in Europe or in the wider inter- 
national realm, were studied in common with Mr. 
Nehru and that they will therefore be presented to 
the other Commonwealth Governments to be con- 
sulted by Mr. Macmillan as an agreed plan, to which 
they themselves will no doubt also agree. The 
major topic in Delhi—which has found it possible 
to make use of aid from the Colombo Plan, from 
the United States and from the Soviet Union, with- 
out antagonising any of the parties—relates much 
more to peace and disarmament than to the rival 
economic offensives. And whether or not there was 
any political discussion between Mr. Macmillan and 
President Sukarno, in the consideration of a detente 
Indonesia must have been more than merely men- 
tioned between the Indian Prime Minister and Mr. 
Macmillan as it was necessarily almost the sole topic 
in Mr. Nehru’s discussions with President Sukarno. 
The Commonwealth might perhaps be able to 
mediate or rather help the two main parties to a 
better understanding, in a way that the United 
Nations no longer can. 


But that is the major current issue within the 
far larger one of shaping the relations between West 
and Asia, which are no less important than the im- 
provement of relations between the free world and 
the Communist bloc. The Leader of the Opposition 
at Westminster, Mr. Gaitskell, speaking to an 
audience in London after his return from a trip to 
the Far East, declared that Asian countries were 
undoubtedly friendly to Britain, but issued a warning 
against abusing that friendship by playing the part 
of “Big Brother,’ or by trying to force them into 
pacts or commitments they do not wish. On the 
contrary the West must accept a policy of non- 
alignment as entirely legitimate and appropriate in 
their case. ‘We have to balance any need they have 
for material and moral support against the danger 
that an alliance with the West may itself provoke 
strong anti-Western feeling among their own people 
and so provide the best possible fuel for Communist 
propaganda,” he said. This is easier when, as in 
India and Pakistan, Western interests are not imme- 
diately threatened by Communist nationalisation. 
There is a mutual responsibility in that matter. 
Nationalisation or confiscation.of foreign property 
may tot up to quite a tidy sum in the account books, 
but the value they represent is rather as going con- 
cerns than as books and offices and buildings. A 
single loan of the size not uncommon since the war 
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COMMUNIST FAILURE ON THE LAND 


Communist policy in agriculture has been collapsing 
with increasing rapidity during the past few months. Every 
country in the Sino-Soviet bloc now bears witness to the 
failure of Communist theories and methods. Indeed, it 
would be no exaggeration to say that ever since the Bol- 
sheviks came to power in Russia neariy 40 years ago, 
failure to win the support of the farming community by 
the pursuit of a policy that would ensure the land workers 
adequate reward for their labours, has bedevilled the efforts 
of Soviet planners. 


It was not by chance that Molotov and Malenkovy, 
during the recent political crisis in Moscow, were accused 
of lack of faith in Mr. Khrushchev’s ambitions for the in- 
creased production of milk and meat. Similar. accusations 
have characterised every political crisis since Stalin’s death 
—and there were many during his life-time, usually marked 
by the brutal repression for which Khrushchev denounced 
him at the XXth Party Congress in February last year. 


There have been many recent symptoms of the ailing 
condition of agriculture in the Communist countries. In 
the Soviet Union itself the first governmental decree issued 


can easily represent a value far greater than a 
confiscation or extinction of foreign property. 
Nobody gains by it, and the State which seizes these 
interests without compensation hurts itself more 
than the others. Nationalisation with fair compen- 
sation is another matter, though it is never a sub- 
stitute for sheer experience and efficiency. 


The issue is no longer academic in South-east 
Asia. A recent speech by Mr. Lee Kuan Yew, the 
leader of the P.A.P., suggests that even in Singapore 
the new politicians may be tempted by the mirage 
of expropriation with or without compensation. 
Yet, aside from such real estate as foreign interests 
possess, the offices and books represent live, going 
concerns the destruction of which would be ruinous 
and the realisable assets negligible. And alongside 
this must be placed the proposals of Mr. Paul Hoff- 
man, former head of the E.C.A. and one of the most 
potent figures behind the Marshall Plan, who has 
called for the increase of American economic and 
technical aid for the Far East to U.S.$10,000 million 
in the next ten years to be provided in equipment 
and expert organisation and aid rather than in 
money. Actually the figure mentioned in two other 
versions of his plan calls for the provision of 
US$2,000 million annually. This could be a reality, 
as everybody knows who looks back, acknowledges 
what has been done in this way, and realises the 
substance behind Mr. Hoffman. Later on it may 
well prove wise and expedient to create regional 
councils of the United Nations which will take care 
of the troubles between the States constituting the 
various regions and prevent the remission of any of 
them to the U.N. unless the regional councils cannot 
settle it. The more these nations can sit down and 
settle their own affairs the better for all. That will 
come in time. 


after Khrushchev’s victory over the ‘“anti-Party group” on 
July 5, ended the compulsory deliveries of produce that col- 
lective farmers had previously been required to make from 
their private plots. Less than a fortnight later, farms of 
less than five acres in Poland were exempted from the 
compulsory delivery of this year’s grain crop, while larger 
farms were granted reduced quotas and increased prices 
for their grain. In Hungary the system of obligatory de- 
liveries in force before the rebellion last year is not to be 
re-introduced. Production and delivery contracts are taking 
their place. In Rumania deliveries are now based on con- 
tracts between the collectives and private farmers on the 
one hand and Government purchasing agencies on the other. 
There have been similar concessions in China; the number 
of items for which quotas are fixed this year has been re- 
duced to nine, compared with 25 in 1956. 


Nevertheless, in spite of the concessions, peasants and 
other cultivators continue to disregard the regulations laid 
down by their Communist masters. In Poland last year, 
when Mr. Gomulka established the principle of voluntary 
membership of the collectives, nearly 80 per cent of the 
members left them within the space of a few months. To- 
day Pol&nd has 2,200 collectives. In 1956 the number 
was 10,600. In Hungary the number of collectives and the 
acreage under their control fell by more than half during the 
three months following the October revolution. In China 
the trend is the same, whenever the central authorities 
allow their grip to slacken. In Kwangtung recently more 
than 100,000 cultivators left the collectives. 


At a Party conference on rural work held in Peking 
earlier this year tensions in the countryside were listed 
under the headings of contradictions between: (a) State 
and producer co-operatives; (b) producer co-operatives 
and their members; (c) members of producer co-operatives; 
(d) producer co-operatives and production teams; (e) mem- 
bers of production teams; and (f) Party cadres and cul- 
tivaturs. 


In short, in China at any rate, collectivisation seems to 
have brought about a situation in which everybdoy is against 
everybody else. 


In the past, peasant opposition to governmental re- 
striction and interference was usually expressed by silent 
resistance. As a rule it was not articulate, except where 
intellectuals had made themselves the spokesmen for rural 
interests. Before the Second World War men like Macek in 
Yugoslavia, Stamboliiski in Bulgaria and Maniu in Rumania 
represented the peasant interest in politics, but after the war 
most of the East European agrarian leaders were imprisoned 
or driven into exile. 


Now, however, peasant opposition is becoming more 
articulate throughout the Soviet orbit, largely as a result 
of the events in Poland and Hungary last autumn. This is 
naturally causing considerable concern in high Party circles, 
where both Stalinists and anti-Stalinists are’ perplexed by 
the intractability of the agricultural problem. In East 
Germany some agricultural economists, sociologists and 
scientists recently evolved an alternative agricultural pro- 
gramme which, in spite of Party pressure, won the almost 
unanimous approval of the Agricultural Academy. It 
proved unacceptable to the doctrinaire Party men, however, 
who accused the drafters of “hostility to the Party and 
the State”. The main features of the programme were 
these: 
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Recognition of the fact that the overwhelming majority 
of the agricultural community were in favour of individual 
farming. That Communist insistence on collectivisation was 
in conflict with the building of Socialism. That the alliance 
of workers and peasants was dependent upon the peasants’ 
acceptance of the “road to Socialism”? as being in their in- 
terest. That Communist policy should therefore be based 
on the co-existence of public and private sectors in farming. 
That new forms of “non-capitalist”’ co-operative based on the 
traditions of the co-operative movement should be developed. 
That compulsory deliveries should be terminated and the 
system of dual farm prices replaced by one of uniform prices. 
That co-operative should be allowed to buy farm machinery 
and the machine tractor stations (MTS) transformed into 
co-operatives working, without subsidies, against payment for 
services rendered. And lastly, that the councils and auditing 
commissions of the co-operatives should be elected by secret 
ballot. 


This programme, although a marked advance on 
orthodox Party thinking is interesting mainly as a symptom 
of Communist awareness of an apparently insoluble problem. 
But dogma is still probably too strong to allow the authori- 
ties to tackle causes rather than symptoms. Marx and his 
followers tried to measure the potential productivity of 
farms by acreage, instead of using the yardstick they applied 
to industry, namely invested capital and labour output. 
It did not occur to them that in more advanced countries 


WATER AND SOIL CONSERVATION 


The Provisional Programme of Water and Soil Conservation 
has been mapped out by the Peking State Council’s Water and 
Soil Conservancy Commission and has been approved by the 
State Council. The programme has a total of 21 Articles and 
is designed for the rational utilisation of the water and soil 
resources, conservation work in mountain areas, harnessing of 
rivers and for the development of agriculture, animal husbandry 
and hilly regions. In many hilly areas the soil has been dénuded 
of all vegetation and the loss of water and soil grows worse 
and worse. The situation in the Yellow River basin is notoriously 
the worst of all. Along the middie reaches of the Yellow River, 
the average yearly soil erosion washed down the river is 
estimated at 3,700 tons per square kilometre. The soil, instead 
of holding the water, is washed into the rivers and drought 
conditions prevail. When rain comes, mountain torrents rush 
in, and the silting along the lower reaches accentuate the 
periodical floods in the plains. 


By the end of 1956, the loss of water and soil had been 
checked over an area of more than 140,000 square kilometres as 
a result of the Government’s efforts. In many areas comprehen- 
sive development has basically stopped the loss of water and 
soil; agricultural production shows a marked increase; and there 
is a new appearance to the barren lands. In the Yenpei district 
of Shensi, the experiences of water and soil conservation gained 
in Tachuanshan (Yangkao county) were popularised. Last year 
2,554 channels were harnessed and over an area of 2,280,000 mow 
of farmland, the soil now stays on the slopes and water is kept 
within the ditches. Experiences in the same work at Teng- 
chiapao in Wushan county of'Kansu were similarly popularised 
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farms of small acreage but of high intensity in the use of 
capital and labour are more successful than farms whose 
size is their only recommendation. Had the Communists 
not overlooked this easily discernible fact, they might have 
avoided many of the dilemmas that have since dogged their 


agricultural policies. Stalin accepted without question 
Lenin’s dictum that the “road to collectivisation of the 
land starts at its re-distribution”, and was apparently 


unaware of any contradiction when he switched from tacti- 
cal alliance with the peasants to the incorporation of their 
small farmsteads into collectives. Khrushchev, the spiritual 
father of the agro-towns, is still understood to be in favour 
of further amalgamation, a policy on which he clashed with 
Malenkov at the XIXth Party Congress. 

Forty years of failure on the land have now brought 
the Communist leaders face to face with an even more basic 
dilemma. In the next phase of Communism one of two 
things must happen. Either the falsity of Communist agri- 
cultural dogma will be recognised and the dogma abandoned; 
or industrial output -will continue to outstrip that of agri- 
culture. At the very least the second alternative could 
shatter Mr. Khrushchev’s dream of overtaking the United 
States in the production of milk and meat. At the most, 
it could spell the collapse of Communism as a working 
economic theory—which, in countries predominantly agri- 
cultural, like China, could mean that the system of govern- 
ment would cease to be Communist at all. 


IN CHINA 


in the neighbourhood and the loss of water and soil from more 
than 30 villages was checked. The peasants were, able to retain 
nearly twice as much grain to an average of 500 catties. River 
harnessing projects in Chiyuan county, Honan, have also been 
successful. 


But the work dorie is hopelessly inadequate. The arable 
acreage in the mountain and hill areas is a major portion of the 
entire arable area. One notices this with a mere glance at a 
map which colours hills and plain, and wonders how it is that 
China manages to sustain so vast a population in so small an 
amount of flat land. The vast loess plateau in the north in 
particular has a very low agricultural productivity, and the 
sudden emphasis on this, doubly reinforces the claims to atten- 
tion which derive solely from the projected power dams and 
the risk they may be silted up. It is admitted that in this 
critical region nothing much is being done, and trees are still 
being felled, steep slopes opened, grass uprooted and roots dug 
out at will to increase the loss of soil and water. Yet further 
south, in the Lotien county 6f Hupeh, for instance, mountain 
slopes were reclaimed to yield a total of 200,000 catties of food 
grains. But the mountain torrents turned out to be disastrous 
owing to the reclamation, for the paddyfields were filled with 
silt and sand, and some of the large reservoirs already built.are 
being threatened with excessive silting. The policy re- 
quired is that of “overall planning, comprehensive develop- 
ment, and equal attention to mountain slopes and rivers, and 
concentrated operation.” Conservation plans; it is argued, 
should be mapped out by the APCs as individual units. Within 
the limits of an APC, harnessing projects should be built to 
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detain water and to stop soil erosion in sections from mountain 
peaks to level land, from rivulets to main streams, and from 
small spots to large areas. The projects involve dykes to 
solidify soil from erosion, dams in the gullies, terraced fields, 
etc. and should be combined with improving farm techniques, 
afforestation, developing pastures, etc. Credit for the labour 
contributed should be the same in all fields of work, the labour 
forces placed under unified assignment, and the masses allowed 
to run the show themselves. In Wanchuan, Hopei, special water 
and soil conservation teams have been organised; in other places 
the contract system is adopted. All such plans are permissible 
according to local conditions. Funds are to be provided mainly 
by the co-operatives themselves, and the State subsidy employed 
only in projects that are most beneficial. The State is ready to 
help the APCs overcome their financial difficulties, but the sub- 
sidy will only be in limited amount. 


The weakness of the technical forces available is one of the 
problems. Because of this 7,000 out of 37,670 earthen dams 
completed in Shansi last year collapsed. In some places, too, 
the ditches were cut too wide and occupied too much land, to 
the dissatisfaction of the people. In many areas, terraced fields 
were not built up to the standards laid down and not only failed 
to stop the water and soil but actually increased the erosion. 
The rate of growing trees was also too slow in some areas. 
More often than not these tasks are also left to the last or put 
aside altogether. But unified leadership and close co-ordination 
are essential. The heroic spirit of Yu Kung, who according to 
legend removed a mountain, is urged upon the peasant masses 
in the hilly regions and upon the experts and other workers 
engaged in this work. 


The Provisional Programme embodies a variety of adminis- 
trative provisions to provide leadership and regulate the work. 
In administrative districts and counties where the loss of water 
and soil is serious, for example, a committee, a special organ, 
or special cadres may be established. A provincial conservation 
committee makes unified planning and unified arrangements and 
supervises and mobilises the relevant departments to carry out 
their share of work. A conservation bureau takes charge of 
experimental farms and stations, attends to the concrete work 
and builds terraced fields, dykes, dams, etc., and provision is 
made for the active co-operation of other departments—forestry, 
industrial, railway, and scientific research institutes. 


In his report to the National Conference on Farmland Water 
Conservency Vice-Premier Teng Tzu-hui stated that in the 
second five year plan the major measure to develop agricultural 
production is still to raise the per unit area output and to do 
this water conservancy works must be relied on in the first 
place. Great achievements had been registered in the first five 
year plan, he said, surpassing those of any dynasty in history. 
The 1958 farmland plan for water conservancy development is 
practical and adequate. The plan provides for the expansion of 
the irrigated area by 40 million mow during the next year and 
the raising of the irrigation efficiency for another 40 million 
mow. In addition water and soil conservation for 40,000 square 
kilometres of land, and drainage works for 40 million mow of 
low-lying farmland will also be completed. The policy of de- 
veloping farmland water conservancy hereafter, he said, is to 
rely on the masses and, on the co-operatives, to take the mass 
line, to rely on the co-ordination of all sides with emphasis on 
the Party Committees, to use proper technical undertakings and 
fully to employ the aid extended by the State. It is necessary 
to practice unified planning and overall arrangement in flood 
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prevention, drainage, irrigation, and water and soil conservation. 
The major work in the second national plan is to develop water 
conservancy projects of medium and small sizes. 


It is impossible to exaggerate the vital importance of the 
water and soil conservation work along the upper and middle 
reaches of the Yellow River. Its success or failure may involve 
the same consequences for the great Sanmen Gorge Reservoir 
now under construction as well as affect the farm production 
in the adjacent provinces. One of the projects was to con- 
centrate especially on the Ching River, which flows for almost 
its entire length through the powdery loess mountains and 
carries vast quantities of silt into the Yellow River. The Yellow 
River Commission recently revealed that the work has slowed 
down in many areas and only 20% of the task of water and 
soil conservation work has been achieved so far. In some areas 
it is below 10 per cent. This work, it is pointed out, will deter- 
mine the life span of the great Sanmen dam, and the delays in 
the work are ascribed to different ideas and clashes of authority. 
The Commission emphasises building projects to check the loss 
of water and soil; and the forestry departments stress afforesta- 
tion, while the agriculture departments put too much emphasis 
on the improvement of farming technique. As each has had its 
own way there is no co-ordination. They are also not well 
organised, the task they are set is not specific, and the leadership 
method is inappropriate. The masses have not been properly 
mobilised to work under a unified policy and arrangement, and 
reliance is placed only on the agricultural producer co-operatives. 
There were even cases in which ordinary laymen were engaged 
on the work as cadres. Moreover, instead of relating the con- 
servation work to agricultural production the two were placed 
in antagonistic positions. 


The Communist news agency in China reduced to the fewest 
possible words a most disappointing announcement at the end 
of the meeting on water and soil conservation in the Yellow 
River valley on August 13. The Chairman of the Conservation 
Committee, Chen Cheng-jen, said that several five-year plans 
would be needed fundamentally to check the silting of the river, 
and he warned the public that even within the next ten years 
not more than 35% of the silting will be checked. No doubt this 
was realistic. It is one of the most important and difficult jobs 
in the world, and the regime merits grateful recognition for 
having even attempted to tackle it. But there appears to be a 
very definite reduction of both elan and determination in the 
latest statement on the topic, which will arouse all the greater 
concern because of the preparations already being made to 
build the great Sanmen Gorge dam. If it is impossible to plant 
enough trees and build enough terracing in the loéss country in 
the next decade, perhaps something could be done by diverting 
the Ching River and its vast quantities of silt southward instead 
otf almost directly into the Sanmen reservoir. In the North, the 
menace of the troublesome Yungtingho was partly reduced by 
a diversion of overflow and another proposal by experts, which 
was not carried out, was that irrigation channels should be dug 
at various points along which the silt-laden waters would run. 
When the silt had been duly deposited clearer water would be 
led back into the river again. 


Practically all the power and other schemes along the 
Yellow River, save those planned for the upper part of the river 
before it enters the loess country, depend upon the success of 
the afforestation and protection schemes in the vast loess plateau. 
It was announced from the Sanmen Gorge headquarters on 
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Aoril 19, by the Chairman of the Yellow River Conservancy 
Commission, Wang Hua-yun, that vast numbers of peasant co- 
operative members are joining the battle. The two fundamental 
aspects of harnessing this most heavily silt-laden and unruly 
river in the world were dam-building and the prevention of 
erosion. The key area, where most of the silt enters the river, 
is the Shensi-Kansu-Shansi loess plateau, control of which will 
prevent most of the silt from reaching the new Sanmen Gorge 
Reservoir. Scores of dams are to be built on the main river 
and its tributaries to trap the silt. 


The coming of collective farming has made it possible to 
carry out anti-erosion measures on an immense scale, he said. 
Working to a master plan, co-operative farmers are now terracing 
the highland slopes, creating orchards, grazing lands. and forests. 
Check dams are being built across gullies and millions of pits are 
being sunk to detain water and soil as they rush down the hill- 
sides. In some areas many co-ops are combining to transform 
entire regions. Grain growing, formerly the sole occupation, is 
now giving way to diversified farming, including various crops, 
fruits and animal husbandry. Of the quarter-million square 
miles of highland, anti-erosion measures have been completed on 
about one-seventh of the total area in the three years ending 
in 1956. Trees and vegetation take a decade or two to mature 
and it would take time to achieve complete success. But he 
predicted that erosion could be fundamentally checked in 30 
to 50 years. 


Preparations for the construction of the big San Men dam 
on the middle reaches of the Yellow River just below Shenhsien, 
in Honan province, were completed at the end of March down 
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to the last detail. The area will eventually become a sea of 
64,700 million cubic metres. The San Men Gorge is an extremely 
narrow bottleneck where the river is hemmed in between steep 
mountains. The project is part of a vast scheme to tame the 
Yellow River for flood control, power generation, irrigation and 
navigation purposes. The gravity dam, a kilometre long and 
120 meters high, will shut in the man-made sea of 3,500 square 
kilometres in the area behind it. It is the biggest of 46 large 
dams to be built to terrace the main course of the river. 


Blueprints of the project were prepared by a hydro-electrical 
engineering designing institute in Leningrad. The harnessing 
plan was first decided on at the second session of the National 
People’s Congress in 1955, but the scale of the project was later 
greatly extended. The estimated volume of water to be held 
back was almost doubled. 


When it is completed in 1962, the reservoir will be able to 
reduce the maximum flow of 35,000 cubic metres per second, 
believed to occur on the average no oftener than every ten 
centuries, to 6,000 cubic metres, thus doing away with any 
possible flood menace. Conversely, during the low water seasons, 
the reservoir can step up the flow from the mimimum of 360 c.m. 
to 950 c.m. per second, enough to irrigate almost 7% million acres 
of farmland down stream. The power station in the dam, with 
its capacity of 1.1 million k.w., the biggest of its kind in China, 
will produce a total of 6,000 million kwh every year. Steamboats 
will ply on the artificial sea and the 650-mile course from the 
dam to the sea will likewise be made navigable. Construction 
work will be fully mechanised and the project is to be completed 
in six years. 


REPORTS “FROM CHENA 


Production Statistics—According to Peking’s State 
Planning Commission, 449 out of 825 major new or recon- 
structed industrial projects on which work began since 1953 
have gone into full or partial operation. 57 of these are 
among the 156 major projects which Russia has been giving 
special assistance. The new annual production capacity 
added as a result of the industrial projects built or expand- 
ed in the first five-year plan period is estimated as follows: 
coal 52,000,000 tons; electric power generating capacity 
2,000,000 kilowatts; pig iron 2,800,000 tons; steel 2,200,000 
tons; cement 2,400,000 tons; synthetic ammonia 140,000 
tons; sulphuric acid 300,000 tons; machine-processed sugar 
150,000 tons; machine-made paper 180,000 tons; and the 


textile industry 1,300,000 spindles and 44,000 automatic 
looms. 


The National Economic Commission disclosed that total 
value of industrial production last year reached 62,800 million 
yuan (equivalent to 9,200 million pounds sterling), exclusive 
of the value of products of handicraft industry. This figure 
is about 7% above that of 1956 and 17% above the 1957 
target originally set under the first five-year plan. N.E.C. 
boasted that increases in output of various major products 
over 1956 in absolute figures are as follows: coal increased 
18 million tons; electric power 2,400 million kilowatt hours; 
crude oil 280,000 tons; pig iron 1,070,000 tons; steel 770,000 
tons; nitrogenous fertilizer 90,000 tons; cement 290,000 
tons; timber 5,180,000 cubic metres; machine tools 3,100; 


A.C. electric motors 300,000 kilowatts; radio sets 170,000; 
rubber shoes 43 million pairs; paper 160,000 tons; sugar 
40,000 tons; bicycles 140,000; fine woollen textiles 1,680,000 
metres and cigarettes 410,000 cartons. ‘Capital investment 
in 1957 totalled 7,430 million yuan (equivalent to 1,090 
million pounds sterling), exceeding the target by 6.2%. 
The proportion of industrial output out of the total value of 
industrial and agricultural output improved from 41.5% in 
1952 to 55.5% in 1957. The output of modern industry out 
of the total value of industrial and agricultural output went 
up from 26.7% in 1952 to 40% in 1957. The output of 
capital goods industries out of the total value of industrial 
output increased from 39.7% in 1952 to 52% in 1957. The 
value of machine-building industry output (excluding the 
metal-processing industry) out of the total value of industrial 
output increased from 5.2% in 1952 to 9% in 1957. 


The above statistics left out the figures for cotton yarn 
and piecegoods. According to the Ministry of Textile In- 
dustry, the 4.62 million bales of cotton yarn and the 5,000 
million metres of cotton cloth produced last year just about 
reached the annual plan but fell short of the five-year plan 
levels. The Textile Minister also revealed that during the 
past five years, 2.4 million new ‘spindles and 61,000 looms 
were added, bringing the total number of working spindles 
in the country to 7.53 millions and looms to 132,000. The 
increases in the number of spindles and looms do not coincide 
with the figures given by the State Planning Commission. 
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New Factories—In Peking, a new 10,000-spindle and 
144-loom woollen mill capable of producing 1.95 million 
metres of piecegoods annually went into operation early 
this month. In Shensi, a new cotton mill equipped with 
80,000 spindles and 8,712 looms began operation recently 
near Sian. A big cement plant at Yungteng about 200 kilo- 
metres north of Lanchow was completed last month. Apart 
from general silicate cement, the new plant will also produce 
special cement for Yumen oil field. The biggest cement 

’ plant in Yunnan, on the outskirts of Kunming, started partial 
cceration recently. Its annual capacity will reach 450,000 
tons when the plant goes into full operation. 


In Shenyang, a meat packing plant which is able to pro- 
cess 1,500 pigs, 150 cattle and 900 sheep daily, started 
operation recently. The plant will also process hides, pig 
bristles, intestines, lard and other by-products. The process- 
ing of cattle and sheep will be handled by Muslim workers. 
Fukien’s biggest sugar refinery in Sienyu County, capable of 
processing 1,300 tons of sugar-cane and turning out 140 tons 
of refined sugar daily, was completed last month. The re- 
finery was built with funds invested by overseas Chinese. 
Attached to the refinery is a distillery which can produce 
more than 2,000 tons of spirits of wine annually. Another 
big refinery, which will turn out 43,000 tons of sugar an- 
nually, began operation recently in Kwangtung. Located 
in Namhoi County in the Pearl River Delta area, this re- 
finery is among the biggest in China. Six other big refineries, 
now under construction in Kwangtung, are scheduled for 
completion during 1958/59. ‘They will add another 257,000 
tons annual capacity to the industry. 


In Anshan, a new plate steel mill began operation last 
month. It will turn out plate steel from six millimetres to 
40 millimetres thick for the manufacture of motor cars, 
boilers, ships and bridges. Anshan has also started to pro- 
duce magnesite bricks, the best kind of fire-bricks for open- 
hearth furnace lining. The new magnesite brick factory is 
located near the Tashihchiao magnesite mine. In South 
China a vaccine factory in Nanning has started production. 
It has a capacity of 100 million to 150 million millilitres of 
vaecine for use against hog cholera, Newcastle disease and 
other animal diseases. 


New Manufactures—Peking claimed that China had re- 
cently produced its first civil airplane; the design of the 
plane was named “An-2”. The airplanes with slight modi- 
fications can be used for spraying fertilizer and insecticides, 
sowing, forest protection, air survey and aerial photography. 
Work began recently on a 5,000-ton cargo ship at the Dairen 
Shipyard. This is the biggest ship ever to be built in China. 
The ship was designed by Chinese engineers and will be 
equipped with a 2,400-horse power union flow steam engine 
made in China. A large-scale expansion project is under 
way at this shipyard and work on the first 13,400-ton freigh- 
ter will soon begin. The first two ice-breakers made in 
China are now in service in the lower reaches of the Yellow 
River. They can break the ice up to 50 centimetres thick. 


Shanghai is now manufacturing three wheeled 1-ton 
trucks equipped with 30 horse power petrol engines. 
Serial production of jeeps will also begin in Shanghai this 
year. Experimental production of another type of three- 
wheeled truck, with a loading capacity of one and a half 
tons, and of motor cycles will be launched. In Changchun, 
‘the First Motor Vehicle Plant produced 7,000 trucks last 
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year. The plant now turns out 48 lorries daily compared 
with only eight in 1956. Tip lorries, heavy trucks for rough 
roads and cars using gas instead of petrol as fuel will be 
turned out this year, in addition to the four-ton “Liberation” 
lorry now in production.. The designing of a six-seater car 
will also be completed this year. 


Peking boasted that Diesel engines, which are still 
among the items under American embargo, have been ex- 
ported from China to Egypt and Syria. These Diesel engines 
are made in Shanghai. Shanghai has also exported whole 
sets of Chinese-made machinery for knitwork, cotton textiles 
and soap factories to Indonesia, Egypt and Burma. Shang- 
hai’s heavy industry has sent abroad many more tube 
threading dies, screw dies, grinding machines, shapers and 
other products which, only five years ago, had to be imported. 
Fourteen types of radios have been exported from Shanghai 
in great quantity. Analytical balances with a fineness of 
one in 10,000 and even one in 20,000 and microscopes giving 
1,500 fold amplification are among the list of exports from 
Shanghai last year. Contracts for supplying rubber tyres 
have also been concluded with ten countries including 
Rumania, Finland, Burma, Ceylon and Syria. 


Railways & Highways—The 668 kilometre Paoki- 
Chengtu railway was officially opened to traffic on January 
1, 1958. The railway runs from Paoki in Northwest to 
Chengtu in Southwest. It hooks up with the country’s rail- 
way network at its starting point of Paoki. Its terminus 
of Chengtu is connected with the great shipping artery—the 
Yangtze River—by the Chengtu-Chungking Railway. In 
parts, the railway crosses some of China’s most difficult 
geological terrains. It pierces through the Tsinling Moun- 
tain Range which divides the country geographically into 
north and south, crosses the torrential Yangtze tributary of 
Kialingkiang 16 times and also a score of other rivers. It 
has 304 tunnels and they account for 12.5% of its total 
length. The biggest runs through the Tsinling Mountains 
and measures 2,363 metres. The line also crosses 995 bridges 
and 1,006 cuiverts. Construction of the railway began in 
July 1952. An electric railway, 91 kilometres long, will soon 
replace the northern section of the Paoki-Chengtu Railway 
where it runs across the Chinling Mountain Range. 


In the South, tracklaying has been completed on the 
upper section of the projected 170-kilometre Nanping- 
Foochow Railway. This is the second railway in Fukien. 
When completed, it will be linked up by a branch line. at 
Nanping in Central Fukien Province with the 700-kilometre. 
Yingtan-Amoy Railway which was also officially opened to_ 
traffic on January 1, 1958: The Yingtan-Amoy line links 
the Port of Amoy with Yingtan, a station on the Chekiang- 
Kiangsi Railway. 


A 1,070-metre railway bridge across the Yellow River 
at Tungkwan in Shensi has just been completed. It links 
the southern section of Tatung-Puchow Railway in Shensi 
with the east-west Lunghai Railway. The bridge will cut 
more than 800 kilometres in railway mileage in the trans- 
port of coal from Shansi to Northwest China and other 
goods in the opposite djrection. 


In the North-West, a 1,024-kilometre section of the 
Lanchow-Urumchi Railway was recently opened to passenger 
traffic. This railway is linked at Hsiatung (1,776 kilometres 
from.Urumchi) with a 1,900-kilometre motor road leading to 
Lhasa. 
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REPORTS FROM TAIWAN 


Impeachment of Premier Yui—The Control Yuan has 
referred the impeachment of Premier O. K. Yui to the Committee 
on the Discipline of Public Functionaries for adjudication. 
According to the standard procedures, the Discipline Committee 
will refer the 5,000-word impeachment document to Yui and set 
a time limit for him to defend himself. The Committee will 
then refer Yui’s answer to the Control Yuan before reaching a 
verdict which will.be final and irrevocable. 

Press comments in general termed the impeachment.as a 
healthy and constructive sign. However, it was also doubted 
whether the move was justified and whether Yui had been made 
a scapegoat by the Control Yuan in the deep-rooted political 
ills of the Government simply because of personal feelings. One 
evening paper opined that Yui alone should not be held responsi- 
ble for the poor functioning of the Government as charged by 
the Control Yuan. It added that such’an impeachment should 
have been made long ago if members of the Control Yuan are 
truly as outspoken and straightforward as they are in the case 
of Yui. With regard to the degradation of political discipline 
and wastefulness of government expenditures, another paper 
said that the great majority of top ranking government officials 
today and even people’s representatives should all share the 
responsibility. However, the paper praised the impeachment as 
something which has been in the heart of the people for many 
years and:is now spoken out loud by members of the Control 
Yuan. The impeachment story was prominently carried by all 
Taipei newspapers with the exception of the Central Daily News 
which printed not a single word about the case. 

Political Unity—At the annual convention of the National 
Assemblymen held recently in celebration of the 10th anniversary 
of the inauguration of Constitutional Government, President 
Chiang Kai-shek urged the five branches of his Government to 
bury the hatchet and unite themselves in the face of the life-and- 
death struggle against the Communists. This is no time for 
different branches to seek their own powers and rights and 
thereby undermine the national cause of recovering the lost 
mainland, he said. Among the audience were key personnel of 
the Executive, Legislative, Control, Judicial and Examination 
Yuan including Premier O. K. Yui and Control Yuan President 


Yu Yu-jen who signed the impeachment document against the 
Premier. 


Corruption—Taiwan’s English-language daily “China Post” 
recently urged the Government to increase the salaries of civil 
-servants as one of the methods to prevent corruption. The 
editorial reads: In recent months there have been too many 
“cases of corruption on this island. Those “who have been 
charged with corruption include judicial officials, staff members 
of the police department, and officials of the Ministry of Interior 
and the Provincial Government. Among all these cases of, 
corruption, that of the Provincial Government is the worst 
because of the large number of officials involved. As a matter 
of fact, the construction of the TPG’s new buildings in central 
Taiwan may be said to have been honey-combed with corruption. 
Up to now, many TPG officials have been indicted for corruption 
in connection with the construction materials of the buildings, 
the installation of light and water facilities, and the purchasing 
of furniture.- In addition, other officials are being indicted for 
the alleged stealing of 8,000 bags of cement. The causes of 
corruption are so complicated that a detailed analysis or 
discussion is well-nigh impossible. 
to attribute it to lack of education, but the fact remains that 
many of our corrupt officials are well-educated men, Others 
blame it on insufficient moral training, but the question as to 


Some people are inclined’ 


what ways,and means can be devised to assure adequate moral 
training is one for which. we are hardly in a position to find 
a satisfactory answer. 


Nevertheless, there are several things which merit our 
attention. First, corrupt officials should be severely punished; 
excessively light sentences only tend to encourage corruption. 
Second, the highest officials must be made to set a good example. 
It is undeniable that in the past quite a number-of high officials 
who were originally poor became millionaires and easily got 
away with it. As we all know, some of these officials are now 
living abroad as wealthy “refugees.” Third, the low salaries 
now earned by the great majority of the civil servants are also 
partly responsible for many cases of corruption. The civil 
servants have been repeatedly told to live a life of austerity, 
but austerity becomes unbearable to some people when it reaches 
a certain point. These people will find the temptation irresistible 
when there are opportunities to get some “extra income” even 
though it involves violation of the law. If we preach austerity 
to them, they can easily point to officials who are living a life 
which is far from austere. We strongly believe, therefore, that 
so far as the great majority of the civil servants are concerned 
a substantial increase of their pay is still necessary. 

Defense Surtax—Before the political storm between the 
Cabinet and the Legislative Yuan over the defense tax issue 
has completely subsided, another political row between the Legis- 
lative Yuan and the Provincial Assembly over the same issue is 
looming on the horizon. The Legislative Yuan resolved on last 
November 1 that the defense surtax, amounting to some 
NT$954,000,000 per year, should be surrendered to the National 
Treasury in its entirety starting this.year. At present, only 
NT$519,000,000 of the defense surtax collected is available to the 
Central Government. The Provincial Assembly, however, in- 
sisted that the defense surtax should be included in the budget 
of the Provincial Government and pointed out that NT$450,000,000 
of the defense surtax not listed in the Central Government’s 
budget has actually been used to support the Central Govern- 
ment. Should this sum be also included in the Central Govern- 
ment’s budget, the Provincial Government would no longer be 
able to support the Central Government. 

Banknotes—Taiwan’s banknote issue jumped to an all-time 
high of NT$1,901,594,000 last month in an emergency measure 
to meet the market demand during the year end. The increase 
showed an extra issuance of 294,000,000 Taiwan currency as 
compared with the previous month. 


Sugar Exports—The export of sugar last year earned for 
Taiwan over US$100 million of the hard-to-get foreign exchange; 
US$30 million more than 1956. At the London Sugar Conference 
the export quota for Taiwan sugar this year was set at 750,000 
metric tons, about 100,000 M/T more than last year’s quota. 
However, it is doubtful whether Taiwan could make the same 
amount of foreign exchange in 1958 because the price of sugar 
in the international market might not remain as high as it was 
last year: 


Taiwan is planning to produce 900,000 tons of sugar this 
year of which 100,000 tons will be for home consumption. 
Competition is intensifying i in Asia. India and Turkey have made 
rapid progress in sugar production and are ready to export their 
surplus this year. With the establishment of its own sugar 
factories, Thailand is expected to become self-sufficient thus 
depriving Taiwan of another important buyer. 


Petroleum Industry—The Chinese Petroleum Corporation 
announced recently that its refinery in South Taiwan will start 
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JAPAN’S GENERAL ECONOMIC SITUATION 


Deflation Policy And Business Situation 


(1) Deflation Policy Goal: The influence of deflation 
measures has become manifest bringing about striking 
changes in the business situation of Japan. The “tight 
money” measures centring around the raising of the official 
rate effected last May and the correlated counter-measures 
announced by the Government in June had in general three 
aims in -view as follows: (a) From the short-term aspect, 
to tide over the imminent foreign currency crisis by obtain- 
ing a loan from the International Monetary Fund or drasti- 
cally checking imports. (b) From the long-term aspect, to 
endeavour to restrain investments in plants and facilities 
in order to curb the too rapid expansion of economy, the 
fundamental cause of the deterioration of the balance of 
international payments. (c) In order to powerfully support 
the above policies, positive export promotion measures and 
steps to increase savings are to be effected. 

At the outset of the inauguration of the deflation 
policy, the first of the above-mentioned objectives, that is, 
the short-term aspect, the surmounting of the pressing 
foreign exchange crisis, was logically _ pushed to the fore. 
The “tight money” policy could not but naturally become 
extremely severe because the foreign currency crisis con- 
fronted was so grave. The sudden policy shift could not 
but help deal a fairly heavy blow upon the economic world 
because Japanese economy up till then had been singing 
the praise of a business boom said to be the greatest since 
the foundation of the nation. 

(2) Business After Enforcement of Deflation Policy: 
First of all, the implementation of the “tight money” 
policy was accompanied by the stiffening of financing. The 
effect:-of this money market stringency appeared most con- 
spicuously in the commercial segment. Fund-raising by 
private enterprises became uniformly difficult, especially the 
inventory adjustment trend in the commercial phase (with 
high dependence on bank loans) immediately came into the 
open due to Bank of Japan’s powerful curb on increased 
loans by city banks. ‘The wholesale price trend mirrored 
most sensitively this tendency. 

Japanese business weather turned sharply toward de- 
flation subsequent to the enforcement of the “tight money” 
policy, on one hand, but in the interim, signs of improving 
balance of international payments began to emerge gradual- 
ly, on the other. The balance of international payments 
still continues to be in the excess payments column but is 
manifesting a gradual downward trend, namely, $97-million 
in May, $114-million in June, $101-million in July, $69- 


to produce aviation petrol beginning February. This year, an 
estimated 10,000,000 gallons will be sold to Caltex for US$2,000,000 
under a five-year contract. The corporation refined a total of 
710,000 tons of crude oil, principally imported from the Middle 
_ East in 1957. Production of oil this year will be increased to 
830,000 tons of crude oil. Part of this oil will be sold to Australia 
under a ten-year contract signed recently with the Australian 
National Petroleum Co. Ltd. of Queensland. The agreement 
specifies delivery of between 6,000,000 and 7,000,000 gallons of 
petroleum products to Queensland during the first year. Ship- 
ments are scheduled to begin this March. The supply during 
the second year will jump to 15,000,000 gallons and eventually 
be expanded to 50,000,000 gallons annually. It calls for a variety 
of refined petroleum products, including gasoline. There was 
no indication of the price, but unconfirmed reports mention about 
A£4,000,000 a year would be the peak. 


million in August, and $55-million in September. The total 
of import letters of credit issued also reached its peak of 
$320-million in May and thereafter has been following a 
downward course, the letters of credit statistics for August 
showing an export excess for the first time in 16 months 
since April, 1956. September also showed an excess of 
2xports. Consequently, it is forecast that the balance of 
international payments, which for long had remained on the 
payment excess side, will again recover its equilibrium. 
Considering the situation from this angle, it can be said 
that the short-term aim of the deflation policy, i.e., the 
overcoming of the pressing foreign currency crisis, has 
been nearly attained. 

However, the long-term goal, the aim of checking the 
expansion of the economic scale for the purpose of restor- 
Ing a more permanent’ equilibrium of the international 
payments has not yet been fully realized, namely: (1) 
Already the postponement of governmental financing, the 
reduction of private investment programmes, etc. have been 
carried out in connection with plant and facilities invest- 
ment, the direct objective of the deflation policy. Actually, 
however, the trend toward investment curb among indus- 
trial circles has not yet assumed an over-all aspect because 
the propensity of enterprises to invest still continues strong. 
As a matter of fact, the value of orders received for the 
May-July period, by principal manufacturers (non-govern- 
mental demand excepting ships) is still 40 per cent above 
the figure for the corresponding term of last year. 

(2) In addition, consumption demand still continues 
to maintain a high level. The effect of the deflation policy 
has not yet come td permeate over-all into the phase of 
consumption. For instance, there are seen upswings com- 
pared to the corresponding months of the previous year 
both in the urban consumption level for June (up 4.7 per 
cent) and in the national department store sales total for 
July (up 23.3 per cent). (3) On the other hand, how is 
the production situation? Though in some industrial divi- 
sions arrangements for plant operation curtailment or pro- 
duction reduction have been put into order, a fairly high 
level continues to be maintained for industrial production 
as a whole. For example, the Government-announced in- 
dustrial production index moved sideways for the months of 
June and July.and dropped fairly sharply in August, the 
downswing being 4.1 per cent compared with the preceding 
month. Still the index was 14.6 per cent higher than the 
level of the same month of the previous year. Im spite of 
the fact that an extremely severe deflation policy being 
enforced as observed in the preceding paragraphs, Japanese 
economy has not yet got rid of its expansion momentum. 
Thus, it is difficult to declare that the deflation policy has 
realized an over-all effect at the present state. From such 
a viewpoint, the Government and the Bank of Japan are 
repeatedly emphasizing the necessity of continujng a rigorous 
restriction policy into the future until the course of full- 
scale business adjustment is completed. 


Outlook 


As long as the Government and the Bank of Japan 
maintain the restriction line in this manner, it is predicted 
that Japan’s course of business adjustment will continue as 
it is in the future. When it is examined from the point 
of view of principal factors involved, they are as follows: 

-(1) Money Market Situation: It is a general rule 
that there occurs a large-scale payment excess in the 
Treasury balance for the October-December term because 
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Government-purchased rice payments are concentrated in 
this period. In the case of this year also, it is forecast 
that a considerably large over-payment will be seen in the 
governmental fund balance due to the fact that the rice 
harvest is the second best in national history, ranking only 
below that of two years ago. For this reason, there has 
been a growing anticipation in a section ‘of the economic 
world that the underlying market tone, which has been 
extremely tight, might perhaps be eased considerably with 
the onset of October. Nevertheless, the Government and 
the Bank of Japan have already decided on a policy of posi- 
tively withdrawing governmental funds paid out to private 
circles through open market operations or calling in Bank 
of Japan loans during October and November from the 
standpoint of strictly adhering to the policy of restriction. 
Moreover, the demand for funds in industrial quarters still 
continues unabated. Such being the case, one cannot pos- 
sibly consider that the basic tone of the money market will 
be eased for the present. 


(2) Production: If it is assumed that the tightness of 
the underlying money market tone will continue in this 
manner, it is expected that the effect of the deflation policy 
will ipso facto penetrate gradually also into the production 
phase. When the recent manufacturer’s inventory trend 
is observed, producer’s finished goods inventory for July 
has actually risen 36.8 per cent compared with March, this 
year, and 42.5 per cent compared with the same month of 
the previous year because production continues to hold to a 
high level in spite of the rapid advance of inventory ad- 
justment in the commercial phase. As a result of such 
rapid accumulation of producer’s stockpiles, the future 
stagnation of productive activity is viewed as unavoidable. 


(3) Investments in Plans And Facilities: Though 
these have continued to hold to a high level generally 
speaking, the trend toward the reexamination of invest- 
ment programmes is at last about to become full-scale. As 
to future prospects, it seems also unavoidable that plant 
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investments will gradually assume a downward course as 
long as the goal of the deflation policy lies in the curbing 
of such investment. 


(4) Personal Consumption: Another problem for the 
future is the trend of personal consumption. The effect of 
the deflation policy has not so far permeated the personal 
consumption phase in general. But this influence should 
extend also to the personal consumption phase if the de- 
flation policy continues to be enforced in the future. 
Actually, signs have already begun to appear in the wage 
and employment aspects. As to the consumption demand of 
agrarian villages alone, one cannot ignore the effect of in- 
creased income arising from the second best rice harvest 
in history. but there is a great probability that the emer- 
gence of this influence will be considerably delayed judging 
from past experience. 


When the situation is analysed in this manner, it seems 
that the influence of the deflation policy will gradually 
permeate the internal phases of economy in the future. In 
parallel with the above, it is forecast that the course of 
Japan’s business adjustment will shift from its first phase, 
in which the enforcement of the “tight money” policy dealt 
a sudden shock upon national economy, into the second phase 
in which deflation will move onward on its own accord. 
In order to find a way out from such a state of affairs, 
Japan must perforce direct its efforts toward increasing 
exports. In order to achieve this goal, the Government has 
announced that it looks forward to an export total of $2,820- 
million in the current fiscal year, and that there is a need 
for exporting $3,150-million for the next fiscal year. One 
cannot be entirely optimistic as to the future of export 
when due consideration is given to the current overseas 
situation and other domestic factors. However, it is anti- 
cipated that efficacious results will eventually become mani- 
fest because the Government is now directing efforts to- 
ward expanding exports in solid cooperation with private 
quarters. 


RURAL BANKING AND AGRICULTURAL DEVELOPMENT 
IN THE PHILIPPINES 


By Augusto 


Our country is predominantly an agricultural economy 
with approximately 75 per cent of its population living in 
the rural areas. Agriculture contributes 43 per cent of the 
national income and accounts for 98 per cent of the value 
of the country’s exports. The development of this industry, 
the mainstay of the masses for many more years to come, 
hinges on the acceleration of the country’s economic growth. 


The socio-economic structure of the economy, however, 
contains many elements which are contrary to agricultural 
development, hence rural progress moves at a turtle pace. 
Among the roadblocks to rural progress are the widespread 
landlessness, the uneconomic size of farms, the inequitable 
crop-sharing arrangements, the lack of marketing facilities, 
and the chronic indebtedness of tenants and small farmers. 
A close study of the historical process by which these con- 
ditions were developed will disclose the fact that the main 
root of these agrarian evils lies in the lack of easy credit 
facilities for tenants and small farmers. 


Barrios surveyed in 1952 showed that in 3 of the 13 
barrios covered more than 90 per cent of those engaged 
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in agriculture were landless. On the average, the size of 
the farms cultivated was less than three hectares. Farms 
containing less than 2 hectares of tillable land made up 
more than one half of the total number of farms, occupy- 
ing less than one fifth of the tillable land area. After de- 
ductions for oppressive farm rentals, the net income re- 
ceived from these farms was hardly enough to keep body 
and soul together. Consequently, the farmer is perennially 
in need of cash to tide him over the season. To keep him- 
self and his family alive, the impoverished farmer has no 
alternative but to place himself at the mercy of unscrupulous 
landlords and merchants. 


Evidently, the most powerful tool that will free the 
farmers from the shackles of money lenders is the develop- 
ment of an effective and adequate credit system. 


The New Rural Banking System 


The present rural banking system represents a fresh 
and almost revolutionary approach to the problem of agri- 
cultural financing. It is tailored to suit the idiosyncracies 
of farmers and the actual conditions of the rural areas. 
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Before the advent of rural banks, when one talks to 
a small farmer and tells him to secure the services of a 
bank for his credit difficulties, the farmer thinks that the 
joke is at his expense. To him a bank means big business 
and big transactions which involve the fortunes of the rich 
and the great. “No, sir!” he will tell you. “Banks have 
no time for small and insignificant people like me and they 
will not bother with the petty sums that we need!” 


That was the rural picture then. But if one happens 
to meet the same farmer today and he is asked the same 
thing, he will be told with swelling pride that the farmer 
has indeed been ‘discussing’? with his own banker his finan- 
cial needs. If you inquire further and ask him who his 
banker is, he is sure to name the manager of the rural 
bank operating in his community. 


Such are the healthy signs found in our rural areas 
today. With the coming of our new institutions called 
rural banks the small man in the community has changed 
his concept of banks and banking. Gone is his hesitancy 
in dealing with banks and their big and forbidding vaults 
and the important looking men signing checks inside their 
imposing offices. .He has found out, through the rural 
banker, that banks and bankers can be his friends to whom 
he could turn to for help. He has become bank-conscious. 


The story of our rural banks is the story of a long 
and hard toil that started more than half a century ago. 
It began with the first government attempt to solve the 
credit problem of the small farmer as a means to improve 
his productiveness in order that he may exist, not as liabili- 
ty, but as an asset to the community where he lives. 


The rural bank was ushered into the rural scene as 
another experiment after the failure of so many others 
which preceded it. It was a new formula premised on the 
possibility that a partnership of private and government 
capital might succeed where other formulae failed. This 
new approach to the rural credit problem is evidently pay- 
ing off, judged from the successful performance of all the 
rural banks now operating all over the country. 


The rural bank is primarily a private venture. The 
law intended to create it as an institution of service and 
not for profit. Im this era of super-materialism, it has 
become a challenge to the Filipino sense of dedication to 
the welfare of his fellowmen. The rural banker invests 
his energy and capital beyond the remote expectation of 
making a fortune in a fortnight. But more than the profit 
he does not expect, he earns the satisfaction of doing his 
share in helping the small man in the community. 


The Rural Banker 


A rural bank’s operation is a marked departure from 
common banking practices. The rural banker lends money 
depending, not so much on the guaranty that he loses no 
money if the borrower fails to pay him back, as on the 
borrower’s capacity to pay back the loan. To the rural 
banker, collateral is not of utmost importance. What 
matters most to him is what good the loan will do to the 
borrower. The rural banker would prefer the risk of allow- 
ing an unsecured loan to an industrious farmer with an 
honest face than to give one which is more than fully cover- 
ed with titled collateral if he is not sure that the proceeds 
of the loan will be used wisely. 


More than weeding out the professional usurers and 
unscrupulous landlords and middlemen from the rural areas, 


rural banks are gradually developing credit responsibility. 


and the wise use of credit among rural folks. Rural bankers 
have assumed the roles of mentors, consultants and con- 
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fidants of the people concerning the use of money and 
their livelihood. When the rural banker gives out a loan 
he does not stop there. He follows it up not because of 
his fear that he might lose his investment but because 
of his desire that the small farmer or small merchant bor- 
rower should make the most out of the loan. The per- 
sonalized service that goes with the loan has acquired 
the confidence of the people and, incidentally, is also 
responsible for the ‘‘on time” payments of loans. 


If one would visit a rural bank today and listen to 
the small country people as they frankly unburden their 
intimate problems in their desperate effort to accentuate 
their real need for credit aid, he would be impressed with 
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the important role these new financial institutions are play- 
ing in the lives of our rural population. In many instances 
the rural banker finds himself not merely a money lender 
but an intimate family adviser just as well. He often 
discovers that the borrower does not only need the loan but 
is also in dire need of proper guidance. It is here that the 
rural banker plays the dual role of a provider of funds 
and a dispenser of advice for the many ills besetting the 
lives of the people he serves. And for this he is fast be- 
coming an important figure in the community life of our 
rural sectors today. He has become a vital factor in the 
social and economic growth of the rural areas. For this 
he should be proud. But more than being proud, he is satis- 
fied in giving more than his share in the economic uplift- 
ment of his less fortunate fellowmen. 

When a man receives from the Monetary Board of 
the Central Bank his authority to operate a rural bank, 
he becomes a rural banker charged with a mission of ser- 
vice to the small man and the community where he lives— 
a service that will enable the small man to help himself 
and make his community grow. This has always been the 
guiding policy in the operations of rural banks which now 
number 70 all over the Philippines. Many more are in the 
process of organization. The rural banks program envisions 
the establishment of rural banks sufficient to cope with the 
eredit problems of more than 16 million people who com- 
prise the rural population of the country. The movement 
that started more than four years ago with the opening 
of the first rural bank in the little town of Pasig, Rizal, 
has gained a tremendous momentum. The Central Bank is 
today being swamped with many applications from all sec- 
tors of the Philippines to establish rural banks. 


Credit Operations 


The extent of the credit operations of rural banks can 
be gleaned from the reports of the rural bankers. As of 
September 30, 1956, sixty-two rural bankers are in opera- 
tion in 28 provinces, with about 30 more ready to open 
soon. These 62 banks have a paid-up capital of P8.9 
million, of which P5 million, or 55.75 per cent, represents 
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investments of private stockholders and the remaining P3.9 
million, or 44.25 per cent, subscriptions by the Rehabilita- 
tion Finance Corporation. 


In a period of nine months, these banks granted loans 
amounting to P12 million to 28,511 borrowers, or an 
average of P423 per loan. Credit activities of rural banks 
were directed primarily towards meeting production require- 
ments of small farmers and tenants. Of the total loans 
granted as of September 30, 1956, P8.2 million, or 68 per 
cent, were agricultural loans. Commercial loans granted to 
market vendors and retail store owners amounted to P2.7 
million, or 23 per cent; industrial loans to cottage and 
small scale industries aggregated P3867 thousand, or 3 per 
cent; and the remaining P774 thousand, or 6 per cent, 
was used mainly to finance the consumption credit needed 
by the farmers’ families. 


Conclusion 


The successful performance of rural banks established 
earlier undoubtedly served as an inspiration to others to 
go into this venture. To see so many of our countrymen 
going into rural banking that they may also devote their 
little capital, efforts and time to the eause’of rural improve- 
ment is indeed gratifying. 


There is not so much promise of monetary profit in 
rural banking as a purely business venture. Those whose 
ultimate desire is to gain and not to serve are bound to be 
disappointed. A prospective rural banker must be fore- 
warned that every peso of investment he will make will 


have to be for a good cause and not for the sole benefit 


of his own pocket. He must understand that the funds 
entrusted to him, including his own, are intended to serve 
the greater majority and not only for a few who can afford 
to seek credit elsewhere. A rural bank is established on a 
long-range program to serve as the financial center of an 
area or community. Wisely managed and run, it will render 
the necessary service and assistance in promoting increased 
production, giving additional income, and reducing unemploy- 
ment. 


ECONOMIC SURVEY OF BURMA 


The Burmese economy has made some recovery from 
its unfavourable situation in 1954 and 1955, caused by the 
slump in the price of rice, the country’s chief means of 
earning foreign exchange. The basic difficulties seem to 
have, however, remained,! despite active efforts to overcome 
them or mitigate their effects. 

During 1954-55 while foreign exchange earnings fell, 
foreign exchange expenditures remained high. The Govern- 
ment continued its large-scale development expenditures by 
means of deficit financing. The develonment programme 
itself had a high import content, and rising deficits added 
further to the demand for imports by inflating private in- 
comes. During this time, Burma also made large outpay- 
ments in settling debts to India and the United Kingdom, 
purchasing shares in a joint oil venture with the Burma Oil 
Company and repurchasing its own currency from the In- 
ternational Monetary Fund. The combined effect of all 
these factors was a heavy drain on foreign exchange re- 
serves, which fell from 1,071 million kyat at the end of 
1953 to K 678 million at the end of 1954 and K 516 million 


1 The unit value index of rice exports, which was 112 in 1953 (1952=100), 
fell to 83 in 1954 and 62 in 1955. 


at the end of September 1955, the lowest level since 1949. 
The fall threatened the stability of the external value of 
the kyat. 


To arrest the drain, the Government drastically tighten- 
ed import and exchange controls, pushed rice sales by 
reducing the price and by entering into trade agreements 
(mostly barter) with .a number of countries, revised its 
budget allocations on current and capital - expenditures 
downward, and negotiated a loan from India. These mea- 
sures were not all equally effective or advantageous. The 
tightening of exchange and import controls, with the 
Government simultaneously pumping more money- into the 
economy through its budget deficit, bottled demand and 
raised the prices of the limited supply of imported and 
domestic goods available in the country. The price of 
imported goods, particularly, rose as a result of specula- 
tion and hoarding. The increase was reflected in the cost 
of living index, which went up considerably “in the first three. 
quarters of 1955. The contribution that the controls made. 
to external stability was thus largely at the cost of internal 
stability. Although the barter agreements appeared to 
have relieved Burma’s burden of heavy accumulation of 


January 23, 1958 


stocks, they did not help open up the flow of badly needed 
imports. Unless Burma’s earnings under these agreements 
could be freely converted into goods desired by the country, 
it would be difficult for Burma to place complete reliance 
on these agreements. For these reasons the Government 
decided to encourage cash sales, whenever possible. These 
measures, taken mostly in the fiscal year 1954/55,? succeed- 
ed in halting the drain but not in restoring reserves to a 
safe level. In December 1955, reserves were only 51 per 
cent of those of December 1953. ‘The price situation also 
remained disturbing. The cost of living index in September 
1955 was 17 per cent higher than in December 1954 and, 
although it fell in October, started rising again afterwards. 
On the whole, the economy at the end of 1955 still remained 
freatly strained. 


The policies adopted in 1955 were continued during 
1956. . Import and exchange controls remained firm. The 
export drive was intensified and yielded favourable results. 
The quantity of rice exported in the first half of 1956 was 
larger than in the first half of 1955, and the total quantity 
in 1956 was considered likely to exceed the 1955 aggre- 
gate of 1.7 million tons.’ 


With respect to foreign loans and other assistance, an 
agreement was reached with the United States in February 
1956 to buy K 100 million (or about US$21 million) of 
United States surplus agricultural products against payment 
in kyats. The chief item in the transaction was raw cotton, 
which the Government arranged to process in India, Japan, 
western Germany and the United Kingdom. The agreement 
thus not only augments needed foreign exchange, but also 
provides additional textile imports, which will help to fight 
price inflation. In May, two loans totalling $19.4 million 
were obtained from the International Bank for Reconstruc- 
tion and Development. During the year a start was also 
made on the payment of reparations from Japan. Though 
the agreement, providing for a total reparation payment by 
Japan of $250 million at the rate of $25 million per year 
over a period of ten years, had been in effect from 1 April 
1955, the actual fiow of foreign exchange from this im- 
portant source had previously been obstructed by adminis- 
trative and technical difficulties of various kinds. 


In public finance, budget expenditures were pruned. 
The Governmeént’s budgeted expenditure for 1955/56 was 
K 1,035 million, K 147 million ‘below the revised estimate 
for 1954/55. The estimated budget deficit rose, however, 
because of a greater decline in budgeted revenue, although 
the budgeted cash deficit of the whole of the government 
complex (the central Government together with government- 
managed boards and corporations) declined from the revised 
estimate of K 841 million for 1954/55 to K 726 million for 
1955/56.§ 


2 The fiscal year is from 1 October to 30 September. 


3 The exportable surplus for 1956 was estimated at 1.37 million tons, and the 
carry-over from 1955 to 610,000 tons, amply permitting higher exports. 

4 One of these, for $14 million, was expected to play a major part in 
financing the construction of cargo berths, storage facilities and floating 
harbour equipment for the port of Rangoon, where traffic has been 
seriously hampered by the inadequacy of existing facilities. The other 
loan, for $5.4 million, was to be used in connexion with railway develop- 
ment. 

5 Figures given here differ from those in the budget estimates and the 
Economic Survey of Burma, 1956, (Rangoon, 1956) since revenue and 
expenditure items have been reclassified to equate the surplus, or the 
deficit, with net borrowing adjusted for changes in cash holdings. Re- 
venue excludes borrowing and transfers from reserves; expenditure ex- 
cludes debt repayments, contributions to sinking funds and ttansfers to 
reserve funds. 


6 The actual budget figures have proved more favourable than the ori- 
ginal estimates. Instead of a deficit, the Government had a small surplus 
of K 3% million in 1954/55. The revised estimate for 1955/56 shows a 
deficit for the year of K214 million as against K 313 miilion in the draft 
estimates. The cash deficit of the government complex was K 799. million 


(actual) in 1954/55 and an identical K 799 million (revised estimate). in 
1955/56. 
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Responding to these favourable measures and develop- 
ments, foreign exchange reserves rose by K 149 million in 
the first seven months of calendar 1956, reaching a total 
of K 704 million. Although the external position improved, 
the domestic price situation did not improve until after mid- 
1956. 


Burma’s experience illustrates the difficulty of trying 
to sustain a high rate of development by money creation in 
an economy whose savings are largely derived from periodic 
export booms: If a country cannot save sufficient resources 
in a boom, it must in a recession either slow down its deve- 
lopment or raise resources abroad. Deficit spending will 
not, in the short run at least, materially increase real 
resources; it will only transfer existing resources to the 
Government. Burma’s development programme was pre- 
dicated on the maintenance of the high export prices reached 
during the Korean conflict. Experience proving unfavour- 
able, Burma has now adopted the less risky strategy of rais- 
ing loans abroad, stepping up output at home and readjust- 
ing its development programme to correspond more closely 
with available resources. 


Currently, Burma’s two chief difficulties are the con- 
tinued depression in rice prices and continued insurgent 
activity. The latter is still seriously hampering production 
and the movement of goods. Its direct cost in destruction 
of property alone during the past few years has been esti- 
mated at K 4,730 million, a sum almost equal to Burma’s 
gross domestic product in 1954/55,’ while its indirect toll 
is probably much heavier. 


DEVELOPMENT AND PRCDUCTION 
New Development Plan 


A policy statement in July 1956 by the new Govern- 
ment announced that it would reappraise and readjust its 
development programme in the light of resources, severely 
curtail new investments by concentrating on completion 
and consolidation of projects already committed or under- 
taken, and shift emphasis to quick-yielding projects which 
would help to increase exports and promote import sub- 
stitution by domestic production.® 


Following this policy, a new Four-Year Plan begin- 
ning with-the fiscal year 1956/57, was drawn up “within 
the technical framework of the former Eight-Year Plan, but 
against the relatively limited financial resources available.” ? 
The Plan as a whole had not been finalized or released, 
but its first year’s allocations were revealed by the budget 
for 1956/57, which showed a significant though moderate 
shift in investment from social overheads to directly produc- 
tive projects designed to increase output and exports and 
to reduce imports. Allocations for agriculture, forestry, 
mining and industry were greater, while that for building 
construction was drastically cut; transport and power, 


7 Budget 1956-57, Hon'ble Finance Minister’s Speech (Rangoon, 1956). 


8 Premier's statement at press conference, 3 July 1956, Burma Weekly 
Bulletin (Rangoon), 12 July 1956. 


9 Economic Survey of Burma, 1956, p. 77. 


10 The pe.centage distribution of total government investment expenditures 
by major sectors is as follows: iB 


1952/53 to 1952/53 to 
1955/56 1956/57 1955/56 1956/57 

Agriculture including Building construction 16.1 5.6 

irrigation 13.3 Social services, in- 
Forestry 23 cluding Pyidawtha 

3.8 development pro- 

Industry 11.4 fect 10S ee ® 3.7 
Transport and com- Miscellaneous -.._ 5.0 1.6 

munications 27.2 Defente (5s 21.9 17.3 
Power, 2222-5. .99 13.8 


* Included in building construction and miscellaneous items. 
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though not classed as directly productive, were given greater 
amounts because of heavy commitments on existing projects 
and the need for rehabilitating facilities destroyed by insur- 
gents. For the plan period as a whole, indications are that 
the share of agriculture and irrigation may vise to nearly 
18 per cent of total investment, while that of transport 
and communications may be reduced to about 20 per cent 
It is also understood that the rice paddy production targets 
will reach the pre-war figure of 7.5 million tons by 1960— 
which will again allow an export of over 3 million tons of 
rice and rice products. 


Gross Domestic Product 


Gross domestic product in 1955/56 increased both in 
real terms and in current prices. At constant 1947/48 
prices, it was estimated at K 4,425 million, 3 per cent 
higher than in 1954/55. Even at this level, however, it 
was still only 89 per cent of the real output in 1938/39. 


The rise in real output between 1954/55 and 1955/56 
was mainly due to a rise in production in agriculture, fores- 
try and mining; industrial output fell. It is estimated that 
per capita real output increased 2 per cent. 

Consumption (public and private) remained in both 
1954/55 and 1955/56 at 78 per cent of the gross domestic 
product, and savings at 22 per cent. Capital formation in 
1955/56 was, however, slightly (K 49 million) lower. 


Agricultural Production 


The index of agricultural production in 1955/56 was 
about the same as in 1954/55. It was, however, only 89 
per cent of pre-war (1934-88). Paddy production in 
1955/56 was estimated at 5.9 million tons, slightly higher 
than in 1954/55, but still only 84 per cent of pre-war levels. 
The area was slightly larger than in 1954/55. Both the 
area and the output of ground-nuts increased conspicuously. 
Gains were also registered in the production of sesame and 
sugar-cane. In spite of a 15 per cent increase in the area 
sown, production of cotton lint dwindled by about 20 per 
cent from the previous year on account of heavy rains during 
the ripening season. Total production of tobacco remained 
more or less at the previous year’s level although production 
of Virginia tobacco rose substantially. 

The estimated production of teak in 1955/56 was 34 
per cent more than in the previous year but still far below 
the pre-war level. Production of other timber is estimated 
to have fallen 3 per cent below 1954/55, though it was 8 
per cent above pre-war (1936/87 to 1939/40). 

During 1955/56, the Agricultural and Rural Develop- 
ment Corporation increased its activities considerably, 
spending more in the first six months than in the whole 
of the previous year. The Land and Agricultural Planning 
Commission submitted a draft report in May 1956 which 
provides a comprehensive survey of Burma’s agricultural 
resources and makes recommendations for bringing various 
existing programmes together into one integrated agricul- 
tural plan. The Government has continued its programme 
of nationalization and distribution of land to cultivators. 
By the end of May 1956, a total of 404,000 hectares had 
been distributed. During the year the Government’s capital 
expenditure on irrigation declined further, being confined 
mainly to routine repairs and maintenance. This lack of 


progress in irrigation was largely due to shortage of en- 
gineers. 


Mining and Industry 


The production of petroleum and the development of 
the oilfields have continued to make steady progress. It is 
estimated that crude oil production in 1955/56 was about 
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235,000 tons; while only a fraction of the pre-war amount, 
this represents an increase of 16 per cent over the previous 
year. 


The production of tin and tungsten concentrates in 
the first half of 1955/56 remained at the same level as in 
the first half of 1954/55. The production of mixed tin 
and tungsten, lead and zinc, however, increased. Produc- 
tion in all cases was, however, far below pre-war levels. 


In rehabilitating and developing mineral resources, the 
so-called joint venture system, which provides for the as- 
‘sociation of the government with domestic or foreign in- 
vestors, has played an important part. The joint venture 
with the Burma Oil Company, established in 1954, has made 
considerable progress in expanding refinery capacity. A 
joint venture proposal with Anglo-Burma Tin has been ap- 
proved, and another with Mawchi Mines, Limited, has been 
under negotiation. 


On the industrial front, there were both gains and 
losses. Following its new policy of consolidation rather 
than expansion of investment the Government concentrated 
on the completion of projects begun in earlier years. De- 
spite this, expenditure on industrial development was higher 
than in 1954/55. A new feature was the introduction of 
a hire-purchase scheme to enable private industry to import 
machinery and equipment. Such arrangements are avail- 
able for imports from countries with which Burma has 
barter agreements as well as from Japan under the repara- 
tions agreement. 


Cement production from the Thayetmyo plant was 
59,000 tons in 1954/55. In the first half of 1955/56, owing 
to accumulation of stocks, the rate of production fell. With 
cement imports increasing under the trade agreements, a 
further decline in production was expected. Sugar produc- 
tion in the first half of 1955/56 was 14,590 tons as against 
13,680 tons in the corresponding period in 1954/55. Be- 
cause of the increase in the area under sugar-cane and the 
imminent completion of two new sugar mills, annual output 
was expected to rise to over 38,000 tons, making Burma 
self-sufficient in sugar at present levels of consumption. 
Also nearing completion was a jute bag and twine mill 
which would eliminate Burma’s need to import these items. 
Of the projects under execution, the steel rolling mill was 
almost completed and already producing certain articles; it 
was expected to be in full operation in 1957. Both the 
brick and tile faetory and the pharmaceutical plant have 
begun operations on a small scale. 


Production of cotton yarn and of cigarettes declined, 
the former because of a decline in the cotton crop and a 
esshift to higher count yarn, the latter because of a fall in 
consumption caused by a 500 per cent increase in excise’ 
duty in 1955/56. 


Transport and Power 


The extension of transport facilities is vital to Burma’s 
development. Partly because of this and partly because of 
commitments already made, budget provisions for this sector 
Increased in 1955/56 in spite of the general policy of curtail- 
ment of development expenditure. Ton-kilometres of freight 
traffic transported by the railways were expected to increase 
in 1955/56 by about 8 per cent and that carried by the 
Inland Water Transport Board by about 3 percent; in pas- 
senger traffic the increases were 12 per cent and 10 per 
cent, respectively. 


The Government’s electric power programme includes 
an 84,000 kW hydroelectric project at Baluchaung financed 


11 Both sets of estimates are based on six months’ actual figures (Economic 
Survey of Burma, 1956). c 
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by reparations from Japan, 87 diesel power stations to 
generate an additional 23,500 kW and an _ increase in 
Rangoon’s power supply by 30,000 kW. Work was under 
way on the hydroelectric project, and thirteen of the diesel 
power stations were expected to be in operation by the 
end of 1956. Power consumption in Burma excluding Ran- 
goon stood at 26.0 million kWH in 1955/56 as against only 
10.3 million in 1954/55. The Rangoon project was also 
making headway. 


TRADE AND PAYMENTS 


The terms of trade, which had fallen from 123 in 1953 
(1952—100) to 102 in 1954 and 86 in 1955, rose slightly, 
reaching 89 in the first half of 1956. The average unit price 
of rice exports declined from K 481 per ton in 1955 to 
K 457 in the first half of 1956, while that of timber exports 
rose about 40 per cent. 


Exports and Imports 


Exports in the first half of 1955/56 were about the 
same in value as in the first half of the previous year, 
when the year’s total was about 14 per cent below the 
post-war peak of K 1,293 million, achieved in 1952/53. 


Rice exports in the first half of 1955/56 were 966,300 
tons, valued at K 439 million, as against 853,000 tons valued 
at K 454 million in the first half of 1954/55. With the 


conclusion of the Indo-Burma rice agreement for the ship- 


ment of 2 million tons in five years, it was expected that 
total rice shipments in the second half of 1955/56 might 
be higher. Of 966,300 tons shipped in the first half of 
1955/56, 27 per cent was on barter account. 


Export proceeds on account of other agricultural pro- 
duce declined 20 per cent in the first half of 1955/56 as 
compared with the first half of 1954/55, owing principally 
to a fall in average prices. Timber shipments in the same 
period rose considerably in volume -(from 18,000 tons to 
46,000 tons) but less in value. 


Imports were reduced substantially between calendar 
1954 and 1955 (K 973 million to K 856 million), and im- 
port policy in the fiscal year 1955/56 continued to be highly 
restrictive in view of the difficult foreign exchange situation. 
During the first half of 1955/56, total imports were about 
K 415 million, 17 per cent lower than in the corresponding 
(pre-restriction) period of 1954/55. Import of non-essential 
goods was completely banned, and that of less essential 
goods strictly regulated. At the same time, to relieve the 
domestic price situation, larger imports of essential con- 
sumer goods were planned, the total programme for con- 
sumer goods imports being K 768 million for the fiscal year 
1955/56, compared with K 638 million in 1954/55." This 
import programme may not be fully realized. In the first 
half of 1956, consumer goods imports were K 288 million. 


Trade Agreements 


To expand its export market, particularly in rice, 
Burma in 1955 entered into a number of trade agreements, 
some of them on a barter basis.12 The agreements pro- 
duced marked changes in the foreign trade pattern in 
1955/56. As compared with the previous year, the sterling 
area share of Burma’s exports fell from 59 per cent to 48 
per cent and of its imports, from 55 per cent to 52 per 
cent. India’s share in exports fell from 35 per cent to 18 
per cent, but its share in imports remained unchanged, also 


12 Economic Survey of Burma, 1956. 


13 An agreernent was also concluded with Israel for promoting joint ven- 
tures in industry and agriculture, Israel to provide technical personnel 
and both countries to share the risks and profits. 
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at 18 per cent.14 However, the most notable change seems 
to have taken place in the share of eastern European coun- 
tries and mainland China. It is estimated that whereas a 
year before only 3 per cent of Burma’s imports came from 


these countries, in 1955 they accounted for almost 25 per 
cent, 15 


Trade agreements made in 1956 included one with the 
United States for the purchase of certain surplus agricul- 
tural products, a three-year agreement with Sweden, a 
three-year barter agreement with Rumania (rice, beans, 
rubber, cotton, metals and ores against manufactured con- 
sumer and capital goods), a barter agreement with Yugo- 
slavia (rice against consumer and capital goods and techni- 
cal services) and a barter agreement with Bulgaria (rice 
against machinery, equipment and capital goods). 


Balance of Payments 


An alarming fall in the current account surplus to 
zero, synchronizing with large-scale repayments of debts, 
resulted in a heavy drain on Burma’s foreign exchange 


reserves in 1954. In 1955 the situation improved markedly. 
There was a moderate current account surplus of K 338.7 
million, indicating the success of the measures taken for 
promoting exports and curtailing imports. There was also 
a reduction in extraordinary payments for debt settlement 
and creation of joint ventures with foreign enterprises. As 
a result, the fall in foreign assets was strikingly less. In- 
deed, in the last quarter of the year, reserves rose. 


In the first half of 1956, there was a surplus on goods 
and services (K 63.1 million, as against K 100.8 million in 
the first half of 1955), and also a reduced deficit on account 
of private remittances and migrants’ transfers and a net 
increase in official donations. The current account surplus 
was reinforced by a net inflow of private capital and there 
was an increase in foreign exchange reserves.16 


FINANCE AND PRICES 
Public Finance 


Growing capital expenditures and deficits characterized 
Burma’s public finance in the years 1952/53 to 1954/55, but 
the continued foreign exchange drain forced retrenchment 
in 1955/56. Government capital outlay, though budgeted 
at K 520 million, was expected to fall actually to under 
K 450 million.17 As mentioned earlier, however, the con- 
solidated cash deficit, according to revised estimates, was 


expected to remain high—at the 1954/55 level of K 799 
million.18 


Budgeted capital expenditure of the government com- 
plex for 1956/57 is estimated at K 563 million.19 ‘The in- 
crease over the revised estimate for 1955/56 is due to the 
need for completing carry-over work and accelerating direct 


Brodnchen, particularly in agriculture, forestry and min- 
ing. 


14 International Monetary Fund, Internationai Financial Statistics (Washing- 
ton, D.C.), Octeber 1956. 

15 J. Welsh, ‘“‘Burma’s Development Problems’’, Far Eastern Survey (New 
York), August 1956. 

16 Union Bank of Burma, Bulletin (Rangoon), Second quarter, 1956. 

17 Economic Survey 6f Burma, 1956, p. 47. Figures from the Government 
quoted in the text are reclassified in infra, special tables J, L and K in 
the appendix on ‘‘Asian Economic Statistics’’. 

18 Ibid. 

19 Excluding K 27 million in loans to private industry (Economic Survey 
of Burma, 1956, p. 77). 

20 “Projects that have already been started and that will’ directly contri- 
bute to increase in production for export and for internal sufficiency, 
will be completed as scheduled. Among such projects, those in the 
fields of agriculture, forests and mining will be given priority but new 
projects will be deferred execution by 2 or 3 years as the changing situa- 
tion may require.’”’ Budget, 1956/57, op. cit. 


112 


Although capital expenditure will be higher, the cash 
deficit of the Government with the private sector will, it is 
estimated, be lower (K 733 million) because the Govern- 
ment’s domestic receipts are expected to be larger. Even 
so, a deficit of K 733 million must be regarded as large 
in absolute terms, and it may well have an adverse effect 
on prices unless a substantial part of the pressure is allowed 
to be relieved by net imports—which would again strain 
the foreign reserve. In that case, the amount of the de- 
velopment expenditure and of the cash deficit contemplated 
for 1956/57 may have to be scaled down. 

Revenue of the Union Government?! in 1956/57 was 
estimated at K 161 million more than in 1955/56; K 32 
million of this was expected from customs (expansion of 
imports and increases in duties), K 25 million from income 
tuxes (stricter enforcement, taxation of government com- 
mercial enterprises), K 18 million from the profits of the 
Union Bank of Burma, K 18 million from greater import 
licence fees, and K 50 million from profits of government- 
managed boards. The excise duty on cigarettes was re- 
duced by 60 per cent; the betting tax was raised from 17.5 
per cent to 20 per cent. 

A noteworthy feature of the budget was a 14 per 
cent increase in current expenditure (from K 769 million 
to K 877 million). The increase was to provide for a sub- 
stantially higher expenditure in the field of agricultural 
extension services, expansion of social welfare schemes and 
growth in defence expenditures. 


Money Supply and Prices 
The money supply in 1955 increased by K 274 million 
or a little over 32 per cent.22 The increase was almost 


21 Excluding contributions to capital outlays for rehabilitation. 


22 Revised figures from Union Bank of Burma, Bulletin (Rangoon), First 
quarter, 1956. 


million to the money supply. 
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entirely caused by the Government’s net cash disbursements 
to the private sector, estimated at K 461 million.% The 
foreign sector was contractionary with an estimated net 
outflow of foreign exchange of K 118 million. The private 
sector also was contractionary, the slight increase in bank 
credit being more than offset by a shift from demand to 
time deposits. 


In the first six months of 1956, the money supply in- 
creased by K 252 million, but an analysis supplied by the 
Union Bank of Burma suggests that the forces behind the 
increase were not the same as in 1955. The chief factor 
appears to have been an increase in the foreign assets of 
the banking system by K 114 million. The Government’s 
cash deficit, as measured by the change in the government 
debt held by banks and in cash balances, added only K 53 
Bank credit to the private 
sector added K 40 million and the shift from time deposits, 
K 5 million. 


While high deficits, financed chiefly by bank credits, 
increased disposable incomes and liquidity, the supply of 
imported goods remained strictly limited. Domestic pro- 
duction also was slow in rising, if not altogether static. The 
result necessarily was an upward trend in prices, which was 
aggravated by speculation and hoarding. The Rangoon con- 
sumer price index (1941=100), having already risen from 
279 in December 1954 to 292 in June 1955 and 317 in 
December 1955, jumped to 373 in June 1956. It fell how- 
ever to 348 in August and stayed slightly below that level 
in October. As imports, particularly of strategic consumer 
goods, were liberalized with the growth of reserve, specula- 
tion was more effectively controlled and domestic production 
responded more to the measures taken to increase it. 


23 Annual Report of the Union Bank of Burma for 1955 (Rangoon, 1956). 
This figure for the calendar year should not be confused with fiscal year 
figures given earlier. 


ECONOMIC DEVELOPMENTS IN INDONESIA 


Indonesia’s economy achieved a degree of internal 
financial stability in 1956 but the balance of payments 
deteriorated. Inflation, one of the country’s most pressing 
problems since a spiral trend developed in late 1954 and 
the first half of 1955, became less acute between mid-1955 
and the end of the third quarter of 1956. However, the 
danger of a resumption of the upward trend in prices and 
the cost of living was inherent in the situation at that 
point and was confirmed by the statistical evidence avail- 
able for the final quarter. 


In the latter part of 1955 the cash operations of the 
Government—the budget deficit proper minus the Govern- 
ment’s withdrawal of funds from the market through a 
system of prepayments for imports—ceased to exert a 
strong inflationary influence; the price rise was halted, and 
then reversed. On the other hand, lower export proceeds in 
1956, coupled with increased payments for imports, adverse- 
ly affected gold and foreign exchange holdings to an extent 
necessitating a drawing from the International Monetary 
Fund and renewed resort to authority to suspend the Bank 
of Indonesia’s 20 per cent cover rule. Meanwhile produc- 
tion trends were divergent: food crops increased only 
moderately; important estate crops, notably rubber and 
tea, continued to decline; petroleum scored further gains; 
industrial production in general did not make any notable 
progress during the year. 


An event of potential significance was the final ap- 
proval by the Cabinet in October 1956 of the long-discussed 
Five-Year Plan. The draft Plan, still to be adopted by 
Parliament, foreshadowed only moderate immediate depar- 
tures from the amount and composition of investment al- 
ready prevailing. However, its widespread discussion by 
the public was expected to strengthen general consciousness 
of the co-operative efforts needed to advance the country’s 
economic development. 


PRODUCTION 
Agricultural Output 


Food crops—Aided by improved security conditions in 
1953 and by excellent weather in 1954, food production re- 
gained and slightly surpassed pre-war per capita levels. Bad 
weather brought a setback in 1955. In 1956, though the rice 
harvest was again threatened by heavy rains, total rice output 
increased over 1955, the harvested area being somewhat 
larger and the yield in some places (West and East Java) 
somewhat higher. Cassava and sweet potato crops also in- 
creased, but ground-nut and soyabeans declined. On the 
whole, food production in 1956 was greater, though not as 
high. as in 1954. 


Per capita consumption of rice has increased, partly 
as a result of. a growing preference for rice over. other 
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foods, such as maize. The target for self-sufficiency in rice 
has generally been given as 7.2 million tons. In 1956 it 
was planned to import 750,000 tons for consumption and 
storage. Since the standard of rice culture is remarkably 
high in many areas, it is clear that, with fertilizer and 
appropriate seed, yield could be very greatly raised. The 
Government has ‘provided 87.5 million rupiah to carry out 
a plan to raise food production in 1957—rice by 250,000 
tons, maize by 44,000 tons, sweet potatoes by 816,000 tons 
and cassava by 524,000 tons. 


Fish supply presents a more serious problem, since an 
adequate protein diet would require a tripling of present 
per capita consumption. Motorization of the operations of 
Indonesia’s 400,000 fishermen involves revolutionizing old 
customs, which is difficult to accomplish with desired speed. 
Recently the Service of Sea Fisheries has set up, with the 
aid of the United States International Cooperation Adminis- 
tration (ICA), a project for sea fisheries in the Kalimantan 
area, which it was hoped would be completed in two or 
three years. Another project which will be executed with 
aid from ICA involves the dredging of existing artificial 
brackish water ponds which yield 30,000 tons of fish each 
year; the counterpart funds in this case will be used to 
finance the establishment of an Inland Fisheries High School 
at Bogor. 


Agricultural export commodities—Production of rub- 


ber, Indonesia’s principal means of earning foreign 
exchange, continued to decline in 1956, as was also 
the case with tea and coffee. Output of copra, and 


of palm-oil and y¢alm_ kernels,- continued to fall during 
the first half of the year but then rose, leaving the results 
for 1956 as a whole in doubt. Less important from the ex- 
port standpoint but nevertheless encouraging was the gain 
in sugar production. 


While the data on world production and consumption 
of natural rubber suggested a relatively favourable im- 
mediate outlook, Indonesia’s prospects of improving its posi- 
tion in the world natural rubber market were less promis- 
ing. Output in 1956 was estimated at about 690,000 tons, 
compared with 759,000 tons in 1954 (42 per cent of world 
output) and 731,000 tons in 1955 (38 per cent). In addi- 
tion to the aging and resultant poor yield of many stands 
of both estate and smallholder rubber, strikes and illegal 
occupation of estate lands have cut production, especially 
during the last two years. Much of Indonesia’s rubber, 
especially smallholders’ rubber, continued to be in the lower 
priced grades. Moreover, in view of the wide gap between 
legal and black market rates of exchange, smuggling of 
smallholders’ rubber, especially from Sumatra to the Singa- 
pore area, was becoming a major factor. 


Tea production was roughly half of the pre-war output, 
and the trend was downwards. In 1956 some further re- 
duction occurred, but smallholders’ output was slightly 
higher. Exports apparently rose somewhat in volume but, 
owing to lower prices, fell in value. The Government 
granted a premium of 10 per cent of the f.o.b. value, pay- 
able in rupiah, on exports of tea in October 1955 and in- 
creased the premium to 20 per cent in May 1956. 


Copra production might have increased but for the dis- 
organization of the marketing process. In January-Septem- 
ber 1956, buying of copra by the Copra Fund (Jajasan 
Kopra) amounted to 248,000 tons, about 1,000 tons under 
that of the corresponding period of 1955, and the volume 
of exports of copra fell from 187,200 tons to 168,000 tons. 
Because of pressure to have all buying and selling left ‘to 
local organizations, the Jajasan- Kopra was liquidated in 
July 1956 and its activities were temporarily taken over by 


113 


a preparatory committee 
copra. 


for a central cooperative for 


In general, the outlook for Indonesian palm-oil and 
palm kernels seemed favourable in view of the rising world 
demand for oil and fats. However, the margin between 
proceeds and cost of production has not proved attractive 
enough to bring about rejuvenation and extension of the 
planted area. 


Sugar-cane production has been steadily recovering in 
the last half dozen years including 1955, but bad weather 
and iabour troubles caused production in 1956 to dro 
nearly 10° per cent, to 785,000 tons. At present 54 sugar- 
mills service a planted area of about 54,400 hectares, plus 
the area under smallholders’ cane. The latter rose about 
17 per cent in 1956, to about 22,000 hectares; the People’s 
Sugar-Cane Fund (Jajasan Tebu Rakjat) is endeavouring 
to extend this area further. Local consumption of sugar 
was up again, particularly in Sumatra, total average month- 
ly sales being about 54,000 tons in 1956 as against a month- 
ly average of 49,000 tons throughout 1955. Japan has been 
one of the major buyers of Indonesia’s sugar, which faces 
strong price competition from sugar from Taiwan. 


The production of estate coffee has been only about 
one-third of pre-war output, and the recent trend has been 
downwards; the monthly average was 1,150 tons in 1956 
as against 1,340 tons in 1955. Data on the production of 
smallholders’ coffee are not available; the amount is esti- 
mated to range usually between 2,500 and 3,500 tons per 
month. 


Mining, Manufacturing and Transport 


Mining—Crude oil production in 1955 achieved a record 
monthly average of 982,500 tons, nearly 60 per cent above 
the 1938 level. The upward trend continued during 1956 
and was generally expected to persist. Although further 
legislation and settlement of the issue of new leases were 
awaited, the oil companies made and planned large further 
investments. A new reformer stabilizer was constructed at 
Palembang in 1956 and a small bulk plant was built in 
Jogjakarta. Transportation facilities were expanded in the 
Lirik area of Central Sumatra. The last of the so-called 
let-alone agreements expired on 1 January, 1956, so that 
all three foreign oil companies have become subject to Indo- 
nesian foreign exchange procedures, receiving special treat- 
ment, but under year-to-year agreements. During the first 
half of 1956, exports of oil products fell (as contrasted 
with output) while imports showed an increase, owing partly 
to rising domestic consumption because of the growing 
number of motor vehicles and the increased home use of 
kerosene for cooking purposes, and partly to substantial 
imports of crude oil for local refining and subsequent re- 
export. Even without the opening up of new lease areas, 
however, domestic production has been estimated as ade- 
quate for domestic consumption until about 1960. 


‘The production of tin in concentrates dropped 7 per 
cent in 1955 and continued to decline in 1956, although 
world demand increased. After spot quotations had reach- 
ed their peak in London at the end of 1955, prices fell 
gradually during the first half of 1956, rising slightly in 
July. Production of bauxite, which experienced a pro- 
longed setback because of competition from Surinam, has 
improved somewhat during the past two years, as a result 
of increased demand from Japan and the Netherlands. Out- 
put in 1955 was, however, less than one-half the peak 
monthly production of 53,500 tons achieved in 1951. Coal 
production, after a continuing decrease from 1952 through 
1955, rose slightly in 1956 as a result of modernization of 
the Bukit Asam mines in Central Sumatra, for which 
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machinery has been imported under the credits from 
western Germany. An amount of Rp 18 million was al- 
located for investment in these mines in 1956 in the ex- 
pectation that production would ultimately increase from 
200 tons to 500 tons daily. 


There was extensive exploration for mineral resources 
during 1956, especially iron ore (Sumatra, Kalimantan) and 
coal (south Kalimantan). A new mining bill was placed 
before Parliament. Among plans under consideration were 
a gold and silver mining enterprise in Bantan and resump- 
tion of operations at an abandone:! manganese. mine in the 
Kaliprogo district—both in Java. 


Manufacturing—Under the import control measures 
adopted in September 1955, imports of industrial basic mate- 
rials increased during the last quarter of 1955 to 50 per cent 
of the total value of imports. The increased inflow continued 
in the first half of 1956; the contrast with January-June 1955 
was particularly striking in the case of paper, cotton yarn, 
unbleached shirting and sheet iron, for which the quantities 
imported during the six months were 68 per cent, 67 per 
cent, 46 per cent and 62 per cent larger, respectively, than 
for the entire year 1955. 


Difficulties experienced by enterprises, however, with 
regard to liquidity, during the last quarter of 1955, as a 
result of the requirement of prepayments for imports, were 
greatly increased by rising competition from imported 
finished goods, which also arrived in greater volume than 
before. The resulting price deciines threatened to close a 
number of enterprises. The Government consequently 
allowed postponement of prepayments on imports of cer- 
tain raw materials and auxiliary goods and denied import 
licences for certain competitive finished goods. In addition, 
a fund of Rp 100 million based on foreign credit was esta- 
blished to extend medium-term credit to national private 
enterprises for importing industrial equipment. 


Data for 1954 show that Indonesia’s total textile con- 
sumption amounted to 440 million metres, of which less 
than 20 per cent was domestically woven. In addition, 80 
per cent of the yarn used by the domestic industry was 
imported, even though the domestic spinning industry had 
greatly expanded since before the war. In 1956 the pro- 
duction of sarongs, selendangs and towels was less than 
in 1955, but that of other piece-goods increased. Produc- 
tion by knitting mills, except for polo sports shirts, also was 
higher than in 1955. Knitting mills consumed more yarn 
in 1956, weaving mills somewhat less. 


Cultivation of ramie has been encouraged more vigor- 
ously than that of cotton. Experimentation to develop the 
most suitable varieties of ramie has begun on a small scale 
on a plantation in Pagar Marbau and the construction of a 
factory for ramie is under way at Pematangsiantar. 


Two gunny bag factories, one of which is operated 
by the Bank Industri Negara (BIN) at Surabaya, produce 
about 3.7 million bags a year, less than 20 per cent of 
domestic demand. Cultivation of rosella, which furnishes 
the raw fibres for gunny sacking, was undertaken in Central 
Java in 1954; during the year 1955/56 an area of nearly 
1,400 hectares, with an estimated production of 2,600 tons 
of dried fibre, was under cultivation. 


While current industrial production has generally been 
somewhat disappointing, a number of industrial projects 
were under way, completed or in the planning stage. A 
soda and chlorine factory at Waru near Surabaya came 
into operation in July 1956. The government turpentine 
factory at Lampahan, which was largely burnt out by ter- 
rorist action, resumed production in June. The multiple- 
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purpose (power and irrigation) project at Djatiluhur got 
under way when work on the dam was started during 1956; 
on completion in 1961, it was expected to generate 100,000 
kW, nearly equal to the present capacity of West Java, and 
to irrigate an additional 80,000 hectares of arable land. 


The establishment of a paper factory utilizing sugar- 
cane waste for pulp has been under consideration by the 
Central Industrial Department. The Forestry Department 
has worked on the construction of a modern board factory 
with a prospective daily production of 100 tons. The hard- 
board factory of BIN at Banjuwangi, using coconut fibres 
as raw material, was expected’ to be completed about the 
end of 1956, its estimated production being 1,500 tons of 
hardboard annually. In June 1956 negotiations were under- 
taken to establish an asbestos factory at Gresik with 
Colombo Plan aid; it was to start operations about mid-1957. 
Other plans of BIN include a paper factory at Blabat 
Kedu, to use rice straw as raw material, a food processing 
and canning factory at Jogjakarta, a bottle factory at 
Surabaya, a printing ink factory at Djakarta and a fish 
canning factory at Ambon. A Rp 40 million sulphur fac- 
tory in Minahassa, North Sulawesi, was expected to be 
completed in 1956, with an initial production capacity of 
about 30 tons per day. The Gresik cement plant was com- 
pleted in 1956 with loan financing from the Export-Import 
Bank of Washington, and was to commence producing in 
1957, adding 375,000 tons a year to the present total of 
150,000 tons. The possibilities of the rayon industry, ferti- 
lizer and other chemicals, and iron and steel were, however, 
only in an early stage of investigation. 


In August 1956 the Cabinet placed before Parliament 
a bill on foreign investment. Based on the Investment Law 
draft prepared in 1953/54 and the foreign investment 
statement of the Government on 8 December 1955, the bill 
provided that foreign capital might be invested in fields of 
production other than railways, telecommunications, domes- 
tic shipping and aviation, electric power, irrigation and water 
supply, arms and ammunition, atomic plants and certain 
industries which have been traditionally operated by Indo- 
nesian nationals. It stipulated that foreign industrial en- 
terprises might be guaranteed against nationalization for 
20 years. 


Transport—In addition to Rp 75 million allotted in the 
1956 budget for road repair, the Government planned to make 
Rp 50 million available for promoting increased production of 
road construction materials to substitute for imports. Min- 
ing of asphalt in Sulawesi, resumed in 1955, has yielded 
satisfactory results; production could be increased to 
40 tons per day. Particularly in Sumatra and North 
Sulawesi, roads are generally in a very bad state; offers 
received from various countries for assistance in repairing 
the road system have been under consideration. 


The government railways, within the framework of 
their own draft Five-Year Plan (1956-1960), expected to 
spend Rp 53.8 billion for rehabilitation purposes, including 
improvement of 2,000 km of railway track and purchase of 
diesel locomotives. Orders have been placed in western 
Germany and the United States for 95 locomotives, includ- 
ing 35 diesels expected to arrive in 1957. The most serious 
impediments to railway traffic were the shortage of equip- 
ment and of fuel, which on some less important routes in 
Java have caused train schedules to be cut by 30 per cent. 


Despite expansion in 1955 of the tonnage owned by 
national shipping companies, many ships are still needed to 
maintain normal communications among the islands. 
Efficiency has not been high and operations have been un- 
profitable. Inadequacy of harbour and repair facilities, 
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and insufficient trained personnel, were the _ principal 
difficulties. According to estimates, about 30 per cent of 
the ships were idle. The Government in 1956 entered into 
a contract with a French company to improve and enlarge 
harbour facilities; total costs under this contract for the 
harbours of Tandjong Priok, Bandjarmasin, Balikpapan and 
Belawan were expected to amount to about Rp 325 million. 


A decided increase was noticeable in both the passen- 
ger and the freight traffic of Garuda Indonesian Airways in 
the first half of 1956, the gains amounting to 18 and 19 
per cent, respectively, over the corresponding period of 1955. 
The mileage increased by about 7 per cent. These favour- 
able results were largely due to the extension of the system, 
and also to the increasing use of larger aircraft. 


TRADE AND PAYMENTS 
Balance of Trade 


The unusually large trade surplus resulting from rising 
exports and falling imports in 1955 changed to a deficit in 
the first nine months of 1956. According to customs figures, 
export proceeds fell from Rp 7,330 million during the first 
nine months of 1955 to Rp 7,222 million in the correspond- 
ing period of 1956, while imports in the same period rose 
from Rp 4,842 million to Rp 7,377 million. Exports were 
91 per cent, 95 per cent and 108 per cent of imports in the 
first, second and third quarters of 1956, respectively, as 
contrasted with 154 per cent in 1955. 


Lower world prices of coffee and tea, and a declining 
volume of copra, smallholders’ rubber, tin in concentrates 
and minor export products, particularly in the first half of 
1956, brought about the lower export earnings. The in- 
crease in imports was largely in response to the new import 
measures introduced in September 1955, superseding the 
restrictive policy in force since mid-1954. Speculative 
anticipation of future price increases undoubtedly played a 
part in this period. Imports of textiles, base metals, ma- 
chinery and transport equipment were higher. To an ap- 
preciable extent the increased total was also due to large 
imports of rice, necessitated by a disappointing crop caused 
by unfavourable weather conditions in 1955. 


In an effort to improve the trade position, the Govern- 
ment early in August 1956 reintroduced an export induce- 
ment certificate (now called Bukti Pendorong Ekspor, or 
BPE) which had been tried and withdrawn several times 
before. Under the new regulations, which superseded all 
previous rupiah premiums, exporters of Indonesian produce, 
with the exception of petroleum (and derivatives), tin and 
sugar, received bonuses of from 3 to 20 per cent of the 
f.o.b. value. The most important items affected were tea, 
granted a bonus of 16 per cent, copra and cut tobacco 
leaves (10 per cent) and other tobacco leaves and rubber 
(8 per cent). The certificates had to be used for import- 
ing certain classes of goods or for paying for certain “in- 
visible” items. Preliminary indications were that, with 
world market prices of major export commodities remain- 
ing below 1955 levels, no marked rise in the value of ex- 
ports occurred in the latter part of the year. 


The government also took steps to reduce imports. 
Import licences issued in July were already 20 per cent 
below the average monthly rate in the preceding nine 
months. Dutring August the issue of import licences and 
foreign exchange was temporarily suspended while a new 
system for levying the additional import duty (Tambahan 
Pembajaran Import, or TPI) was worked out. The former 
system divided all goods into four categories: essentials 
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(which paid a TPI of 50 per cent on top of ordinary import 
duty), semi-essentials (100 per cent), luxuries (200 per 
cent) and super-luxuries 400 per cent). From 1 Septem: 
ber, goods were reclassified into nine categories, paying TPI 
varying from nothing for goods classed as very essential 
to 400 per cent for super-luxuries; TPI payments for other 
essentials and semi-essentials were set from 25 to 100 per 
cent. This reclassification was expected: (a) to bring 
down the cost of production of agricultural commodities by 
decreasing the TPI of import goods needed to produce them; 
(b) to alter the ratio of import volume of goods in favour 
of raw materials and capital goods; and (c) to give a cer- 
tain protection to goods that can be produced in sufficient 
quantity by domestic industry. Furthermore, certain im- 
ports were specifically tied to the level of exports. 


How effective this modified system of price deterrents 
would be in reducing the foreign exchange drain was not 
clear, from the data available. 


Direction of Trade and Related Agreements 


A preliminary analysis of the geographical distribution 
of Indonesian trade shows few marked changes in 1956. 
The United States remained the largest supplier of imports 
(including agricultural surplus commodities payable in 
rupiah under a new agreement) and continued to buy sub- 
stantial amounts of rubber, petroleum and its products, 
and tin. Hongkong and Japan gained somewhat in im- 
portance as sources for imports. Singapore, in view of its 
major entrepot function, continued to rank first as the 
destination of Indonesian exports. 


Most of the tin went to the Netherlands. In June 
1956, Pakistan bought tin from Indonesia for the first time, 
and further purchases were anticipated. The tin agreement 
with the United States was extended into the third quarter 
of the year. On 1 February 1956, Parliament agreed to 
Indonesia’s participation in the International Tin Agreement. 
Purchases of copra’ by the Netherlands and dther western 
European countries continued to fall off; because of the 
uncertainties of supplies from Indonesia, orders tended to 
be placed in the Philippines instead. However, in the case 
of palm-oil, the Netherlands, which was the main buyer, 
increased its purchases substantially over those of the pre- 
vious year. 


Trade with the Soviet Union and the eastern European 
countries, which gained some importance in 1955, declined 
considerably in 1956. The value of trade with the mainland 
of China during the first nine months of 1956 was three 
times as large as in the corresponding period of the previous 
year; the mainland of China bought mostly sugar and 
copra, and sold mostly manufactured goods. 


Since most of the trade agreements that had been in 
effect with the eastern European countries (Czecho- 
slovakia, eastern Germany, Hungary, Poland, Rumania and 
Yugoslavia) expired during 1956, negotiations were initiated 
for renewal on a basis more satisfactory to Indonesia, that 
is, without specific commodity quotas, and with payments 
to be made in pounds sterling instead of on a clearing basis 
as formerly. An industrial development agreement was 
concluded between Indonesia and Czechoslovakia on 16 May 
1956, reaffirming the stipulation in the 1955 trade and pay- 
ment agreement between the two countries that exporters 
in Czechoslovakia would deliver capital goods on credit for 
development of Indonesia’s industries. A trade and pay- 
ment agreement was concluded with eastern Germany in 
December. 
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In August 1956 a trade agreement was signed with 
the Soviet Union providing that the latter would purchase 
twenty-five kinds of commodities, including rubber, copra, 
coffee, tea and sugar, and would supply machines, transport 
equipment, textiles and other industrial products, with pay- 
ments to be made in pounds sterling and not through clear- 
ing accounts. This was followed in September by the sign- 
ing of an economic and technical agreement under which 
the Soviet Union agreed to grant Indonesia $100 million 
of credits for capital goods, machinery and industrial equip- 
ment, repayable in twelve yearly instalments at 2.5 per cent 
interest beginning with the third year after the extension 
of credit for a given project, payment to be in dollars or 
sterling or raw materials, at Indonesia’s option. The two 
countries at the same time agreed to co-operate in the 
development of atomic energy for peaceful uses, the Soviet 
Union agreeing to provide training to Indonesians in medi- 
cal, technical and research fields. Subject to review after 
Parliament ratified the economic and technical agreement, 
it was intended that the Soviet credit should be applied to 
financing eleven industrial projects, including electric power 
stations, coal mines, chemical industries and pulp and 
cement plants. 


In March 1956, Indonesia concluded an agreement for 
the purchase, over a period of two years, of United States 
surplus agricultural commodities (cotton, rice, leaf tobacco 
and wheat flour) valued at $97 million. Since payment 
was to be in Indonesian currency, this agreement may be 
expected to make a substantial contribution towards alle- 
viating the foreign exchange shortage despite the fact that 
trade contemplated under the United States Public Law 
480 programme is above the normal amount. A major part 
of the funds were to be loaned to the Indonesian Govern- 
ment on a long-term basis for economic development. Under 
this aid programme, an agreement has been reached with 
Japan, which will undertake the processing of raw cotton 
from the United States. If Japan processes all the raw 
cotton, totalling 135,000 bales, it will ship about 120 million 
square metres of cotton cloth in addition to its normal 
cotton goods exports to Indonesia. 


Balance of payments 


The precarious foreign reserve position in June 1954 
led to restriction of imports, a policy pursued until Septem- 
ber 1955; at the end of 1955 Indonesia’s foreign transac- 
tions showed a surplus foi the first time since 1951. Total 
foreign exchange reserves rose to Rp 2.74 billion from their 
low of Rp 0.79 billion in June 1954. However, they rapidly 
declined again during the first half of 1956, to Rp 0.99 
billion at the end of June. Basically this resulted from 
the unfavourable trade situation—falling prices of major 
exports, cost-price difficulties accentuated by the high offi- 
cial valuation of the rupiah, labour unrest, shortage of rice, 
speculative increase in imports following removal of quan- 
titative restrictions—described above. On the average, ex- 
port proceeds in the balance of payments amounted to Rp 
696 million per month in the period January-June 1956 
against a monthly average of Rp 886 million in 1955, while 
imports averaged Rp 800 million against Rp 500 million in 
1955. 


Faced with depletion of its foreign exchange reserves, 
the Government on 11 July for the second time invoked 
the escape clause in the statutes of the Bank of Indonesia, 
which allows its 20 per cent legal reserve_requirement (of 
gold, convertible currencies and the right to draw on the 
International Monetary Fund). to be suspended for as long 
as three months. Since heavy payments for imports in the 
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third quarter continued, a loan of $55 million (Rp 627 
million) from the International Monetary Fund, which was 
taken up in August, came at an opportune time. Early in 
October reserves were sufficiently high to allow the 20 per 
cent minimum to be restored. It was hoped that the dan- 
gerous strain on the balance of payments could be eased 
by realization of foreign credits granted by various coun- 
tries. By March 1956, Rp 78 million had been drawn from 
the Netherlands credit, Rp 187 million from the credit from 
western Germany, Rp 132 million from the French credit of 
12 billion francs, Rp 19 million from Czechoslovakia and 
Rp 12 million from the revoiving credit of 10 million kroner 
from Sweden. The United States agricultural surplus credit 
was also expected to bring some relief. However, short of 
a fundamental improvement in the balance of trade, it was 
clear that a precarious situation would remain. 


FINANCE AND PRICES 
Public finance 


Exact figures on the distribution of governmental ex- 
penditures in recent years are not available. Since, how- 
ever, capital expenditures have constituted only a rather 
small part of the total and, in the words of a recent Finan- 
cial Note issued by the Ministry of Finance, “have not 
always a productive character,” it may be judged that a 
balanced distribution conducive to rapid progress iif econo- 
mic development has not yet been achieved. Moreover, 
ever since the boom year 1951 the Government has operated 
with large deficits—Rp 2.6 billion a year on the average 
during 1952-1955, or 17 per cent of average annual ex- 
penditures during that period. This has been due in part 
to heavy current outlays for security services (army, police 
and others) which accounted for more than 40 per cent of 
annual total expenditures. Salaries of government per- 
sonnel are estimated to have absorbed 41, 88 and 34 per 
cent of total revenues collected in 1954, 1955 and 1956, 
respectively. Retrenchment in expenditures has been con- 
templated and proposals have been made to rationalize the 
administration by reducing the number of government per- 
sonnel through transfer to semi-governmental or private 
enterprises. 


Since the budget deficits have generally been financed 
by the creation of additional credit, they have tended to 
bring about large increases in the total money supply, 
thereby adversely affecting the foreign trade balance and 
generating pressure for cumulative price inflation year by 
year. To continue the effort to halt this process (the actual 
deficit having already been brought down from its Rp 3.6 
billion peak in 1954 to Rp 2.1 billion in 1955), the 1956 
budget proposed to limit the deficit to Rp 1.8 billion. Ex- 
penditures were to increase by nearly 23 per cent over the 
1955 actual figures, but this rise was to be more than offset 
by an increase of nearly 28 per cent in revenues. The 
major factor involved was a steep rise in additional import 
duties (TPI), from Rp 1.9 billion in 1955 to an estimated 
Rp 7.2 billion in 1956; from the latter amount, Rp 2.2 billion 
was to be used for export premiums. However, on the 
basis of results from January to-June, when total revenues 
amounted to Rp 8.1 billion, and of the expected reduction - 
in total imports during the second half, it was likely, in spite 
of seasonal variation in some revenue items, the revenues 
would fall short of their target. This is traditionally the 
case with government expenditures as well, so that whether 
the actual deficit would exceed the Rp 1.8 billion target set 
in the budget remained in doubt: j 


; The 1956 budget put somewhat greater emphasis than 
its predecessors on productive expenditures, -and carried 
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specific entries for financing the first stage of the Five-Year 
Plan. Of the main disbursements on capital account, Rp 
841.5 million was included for the establishment and mo- 
dernization of government enterprises, Rp 651.8 million 
for participation in private enterprises, Rp 102.5 million 
for preparation and establishment of the Djatiluhur and 
Asahan hydro-electric power projects, Rp 61.4 million for 
fisheries and agricultural projects, and Rp 5.3 million for 
mechanization of small-scale industries, while more than Rp 
360 million was allotted to the Ministry of Public Utilities 
and Power for development purposes. Retrenchment was 
indicated in the budget in the outlays for “ordinary” ex- 
penditures. 


Money and prices 


Governmental financial action initiated in September 
1955 marked a turning point in Indonesian monetary con- 
ditions. The gap between budget receipts and expenditures 
was narrowed, ‘The deficit was only Rp 314 million in the 
second half of 1955 and Rp 844 million in the first half of 
1956, or less than half the deficit in the first half of 1955. 
A concurrent deflationary factor was the system of prepay- 
ments for imports, instituted on a limited basis in 1952 and 
greatly strengthened in September 1955 by being shifted 
forward to the time of application for import licences. 
During the period when the volume of prepayments was 
rising, the money supply was to that extent curtailed and 
the Government was provided with finance (actually, obliga- 
tory short-term loans from importers, deposited with the 
Bank of Indonesia and transferred by the bank to the 
Treasury) which enabled it to achieve at least a temporary 
independence from central bank financing. During the 
second half of 1955 prepayments by importers rose by Rp 
2,074 million; in the first quarter of 1956, by an additional 
Rp 188 million. 


On the other hand, the sharp-increase in bank cretit 
to. private borrowers—about Rp 730 million in the latter 
half of 1955, continuing though at a somewhat more 
moderate rate in the first half of 1956—appears to have 
been largely for financing the prepayments of importers 
whose position was particularly strained as a result of the 
new regulations of September 1955. The movements of 
the reserve of gold and foreign exchange were temporarily 
inflationary in ‘1955, with the payments surplus of that year, 
but again became a major deflationary factor in 1956 as 
the trade deficit drained away reserves and drew rupiah 
from circulation, more than counter-balancing the _ infla- 
tionary effect of the budget deficit and the increase in 
domestic credit. 


The inflationary or deflationary influence of the factors 
affecting the money supply may be indicated by plus and 
minus signs as follows: 


1954 1955 1956 
First Second First Second Firsi 
Item half half half half half 
Government deficit ---..---------- deste ++ ++ ate + 
Net prepayment by importers* _. + -—- t =i 
Increase in gold and foreign ex- 
chosuge (hesete a + st metres 
Increase in bank credit to private 
BOCKOT mse ee 51 + ai + 


* Increase has deflationary (—) effect. 
t Under 100 million rupiah. 
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As a result of these developments, the annual rate of 
increase in the money supply declined from 46.4 per cent 
in 1954 to 16.6 per cent in 1955, and the money supply 
actually decreased by about 8 per cent in the first half of 
1956. More optimistic conclusions concerning the probable 
course of prices in future could be drawn from this trend 
were it not for the fact that reserves of foreign exchange 
were already down to minimum levels. The check on infla- 
tion that large imports provide ends when the imports 
have to be restricted. Prepayments also stop accumulat- 
ing, or even decline, as in the second and third quarters of 
1956. Towards the end of 1956 it in fact appeared that 
one of the few anti-inflationary factors in the economy 
was the accumulation of prepayments, not on ordinary im- 
ports, but on imports of surplus agricultural commodities 
under the United States aid programme. 


Prices of imported commodities, notably textiles, 
levelled out after mid-1955 and then declined as, aside from 
a downturn in money supply, available supplies of com- 
modities became more abundant. The Djakarta index of 
nineteen retail food items, however, continued to advance 
through March 1956, largely as a result of the rice shortage 
and its consequent increasing price, which was not relieved 
by large-scale imports until the second quarter of 1956. 
Early in the final quarter of the year, prices in general, 
responding to the monetary and production situations, were 
tending to rise again. 


FIRST FIVE-YEAR PLAN 


The long-awaited Five-Year Plan for development was 
adopted by the Cabinet in October 1956 and released to the 
public, pending final action by ‘Parliament. The Plan 
seemed moderate and realistic. The Government’s expendi- 
tures for development were put at Rp 12.5 billion (or Rp 
2.5 billion a year, not far from their previous level in 
recent years) within a total of Rp 30 billion in which the 
local self-help contribution, including community develop- 
ment, was visualized as Rp 7.5 billion and the private con- 
tribution was set at Rp 10 billion. Government expendi- 
tures were expected to be financed to the extent of Rp 9.5 
billion from government revenues, Rp 1.4 billion from bank 
loans originating from increases in time deposits, Rp 0.6 
billion from the sale of government bonds and Rp 1 billion 
from foreign loans and grants. Only 8 per cent of the 
cost was to be met with capital from abroad; if large-scale 
foreign aid was forthcoming, however, the Plan was ex- 
pected ‘to be expanded. 


National income under the Plan was estimated to rise 
by about 3 per cent per year. With a net rate of capital 
formation of 6 per cent (as against a prior rate officially 
given as 5 per cent), the incremental capital-output ratio 
was 2:1 for this five-year period. Population was viewed 
as increasing at a rate of 1.7 per cent annually, leaving a 
modest increase in per capita income of 1.3 per cent per 
year. 


Implicit in the Plan is some structural change. Only 
13 per cent of the investment budget was to be allocated 
to agriculture, including transmigration and community de- 
velopment. Power and irrigation, industry and mining, and 
transportation and communication each accounted for 25 
per cent of the total, social welfare for the remaining 12 
per cent. 
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HONGKONG NOTES AND REPORTS 


New Buildings, Theatres, Restaurants & Hotels—The 
new $7 million Jardine House is nearing completion. Hong- 
kong Land & Investment Company’s next redevelopment 
project will be the replacement of King’s, York and Union 
buildings with a 17-storey structure which will have 16 
lifts and an H-shaped arcade. King’s and York buildings 
will be demolished first and after the completion of the 
first half of the new building in 1960 the Union Building 
will be torn down. The whole project will be completed 
by 1962.° 


The Queen’s Theatre will also be demolished soon to 
make way for a $4 million 15-storey building. The new 
Queen’s Theatre will have a seating capacity of 1,200 and 
will be completed in mid-1959. Meanwhile, the manage- 
ment of the Queen’s Theatre have bought the Empire 
Theatre which is being re-built; construction will be com- 
pleted before this summer. In Kowloon, the Alhambra 
Theatre will also be demolished; a 16-storey skyscraper will 
be built on the site. The General Amusement Limited which 
runs the theatre has transferred the management to a real 
estate merchant. The 2,000-seat Astor Theatre across 
Nathan Road facing the Alhambra was opened last Christ- 
mas. 


The Dairy Farm’s new restaurant, the Golden Phoenix, 
on the first floor of Manson House on Nathan Road, was 
opened just after the New Year Holiday. One floor above 
the Golden Phoenix, the recently opened Ambassador Res- 
taurant, is enjoying booming. business particularly during 
weekends. 


The Astor Hotel in Tsimshatsui is nearing completion. 
It will also have a restaurant. The Central Building in 
Hongkong on Pedder Street however will have only shops 
and offices; there will neither be a hotel nor a restaurant 
in the building which is being erected in two sections. The 
first section will be completed about the end of March. 
This 17-storey building will have a penthouse and the 
shopping centre occupying four lower floors will be serviced 
by escalators. 


Industrial Federation—Government has appointed a 10- 
member committee to examine and report on the suggestion 
made by Sir Alexander Grantham that a federation of 
Hongkong industries should be formed. The Committee 
will be under the chairmanship of the Director of Commerce 
and Indusrty Mr. H. A. Angus. Other members are Col. 
J. D. Clague, Mr. W. C. Gomersall, Mr. L. Kadoorie, Mr. 
Y. K. Kan, Mr. Daniel H. Lam, Mr. Paul Lau, Mr. P. Y 
Tang, Mr. U Tat-chee and Mr. Haking Wong. The terms 
of reference in the official announcement are: (1) To con- 
sider and advise Government what form of organized repre- 
sentation of the Colony’s manufacturing industries should 
‘be created or evolved in the best trading interests of the 
Colony. (2) To recommend whether it is desirable for 
other interests to be associated with such an organization 
and, if so, to what extent and in what manner. (3) To 
make recommendations on the functions and organization 


of such body as the Committee may recommend should be 
created or evolved. 


Exhibitions—The Kowloon Chamber of Commerce is 
planning an international trade fair at the Chamber’s 
building, Liberty Avenue, Kowloon, in July this year. A 
31-member preparatory sub-committee has ‘been appointed 
and it’ has been tentatively decided that all United Nations 


‘importance of colour contrasts. 


members would be invited to participate in the two-week 
fair. 


The Chinese Manufacturers’ Association has appointed 
a 15-member committee to study the enlargement of the 
annual industrial fair to include the display of imported 
machinery and industrial raw materials. The exhibition of 
foreign products which could not be manufactured locally 
will also be considered. Commenting on stall display of 
the recent 15th Exhibition of HK Products, Mr. H. A Angus, 
Director of Commerce and Industry, said that there was 
still a general tendency to pay too little regard to the 
He also suggested that the 
exhibition next year should include a prestige display in the 
general section to enable manufacturers to show collectively 
their wares to the best advantage. Mr. Angus advised that 
a responsible and capable representative should be available 
at each stall to deal with orders and to answer enquiries. 
This year, some overseas visitors were diSappointed because 
they could not transact business satisfactorily when going 
round the exhibition on days reserved for business visitors. 


At the close of the exhibition, certificates were awarded 
to 14 factories for the production of 22 different new items 
and to 23 factories for the improvement of 39 products. 


A few days after the closing of the HK Products Ex- 
hibition in Tsimshatsui, the 5th Annual Agricultural Show 
was held in Yuen Long. The Show was conducted to en- 
courage farmers to increase output as well as to improve 
their. products. Exhibits were divided into 285 classes with 
sections for livestock, eggs, poultry, rabbits, vegetables, 
fruits, field crops, handicrafts and farm implements, horti- 
culture, forestry, etc. In addition to challenge cups for 
various champions, cash prizes ranging from $10 to $100 


_and totalling $20,000 were given to 829 exhibitors. 


Mr. E. B. David, the acting Governor, mentioned in 
his opening speech that in spite of the typhoons and floods 
last year, local farmers and fishermen provided about $200 
million worth of foodstuffs and by-products from the limited 
land resources and restricted fishing grounds. Apart from 
feeding themselves, HK farmers and fishermen provided all 
the fish, 80% of the vegetables, and 30% of pork consumed 
by the local population. 


Milk Supply—The Dairy Farm has cut the supply of 
fresh milk due to the drop in its normal production by 30% 
caused by the recent outbreak of foot and mouth disease 
among the cattle at Pokfulum. The Company has approxi- 
mately 1,600 cattle; normally daily milk output is 22,000 
pounds or 50,000 bottles. The shortage is not serious be- 
cause consumption of milk in winter is less than -in-summer 
and cows produce more milk in mild winter than in hot 
days. The Company’s another kind of milk—‘Blue Seal” 
—is on sale in unlimited quantities as usual. 


Tourist Association—The Tourist Association Board 
which was set up by Government last year has recommended 
(and accepted by Government) that there should be two 
classes of members—ordinary and associate members, Or- 
dinary Membership will be open to air and surface carriers, 
recognised travel or tourist agencies, hotels providing ac- 
commodation for travellers and tourists. Associate Member- 
ship will be open to organisations, firms or individuals who, 
while interested in travel and tourist development, either 
commercially or culturally, are not eligible for full member- 


ship. Members of the Board will become ex-officio members 
of the association. 
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H.A.T.A.—The newly established HK Association of 
Travel Agents announced that H.A.T.A. is a trade associa- 
tion embracing officially appointed booking agents and 
general agents of the leading steamship and air lines. The 
statement was made to avoid any misapprehension or con- 
fusion as to the comparative functions of the Hongkong 
Tourist Association. Membership of H.A.T.A. comprises 
four categories—active, allied, associate and _ ex-officio. 
Active members are recognised booking agents who are not 
carriers or general agents for a carrier. Allied membership 
is open to all general agents for air and sea operators, 
provided the general agents are not themselves carriers. This 
will include organizations such as Jardine. Matheson & Co. 
Ltd., Thoresen & Co., ete. Associate membership has been 
included to enable local tour operators who are not travel 
agents, to offer their suggestions in matters specifically 
affecting Hongkong sightseeing and care of incoming tourists. 
Ex-officio membership is automatically offered to the secre- 
taries of all steamship passenger conferences, e.g. Trans- 
Pacific Passenger Conference and of International Air Trans- 
port Association and to the director of the Hongkong 
Tourist Association. 


H.K.U. Graduates—A survey of employment of Univer- 
sity of Hongkong graduates has been instituted by Mr. R. F. 
Simpson, Lecturer in Education. Over 800 copies of a 
questionnaire have been sent out to registered graduates 
and some 2,400 others will be circularised eventually. The 
questionnaire seeks information on age, scholarship, acade- 
mic qualifications, present employment, opportunities for 
promotion, etc. Graduates are also asked to give views on 
the advantage of knowledge of English and the setting-up 
of a University Appointments Bureau as well as further 
courses of study that would be helpful. Suggestions for 
improvements on social training and personality develop- 
ment, and q@mments or observations relating to University 
development are invited. 


According to Mr. Simpson. the University does not 
know enough about where the graduates went or of em- 
ployers’ requirements in Hongkong. From the survey it is 
hoped to obtain details of the varied types of employment 
followed by graduates. The second stage of the survey 
will be carried out by approaching various types of em- 
ployers, including Government departments, to ascertain 
their staffing requirements, conditions of service, facilities 
offered, scale of salaries, etc. 


The Education Bill—-The Education (Amendment) Bill 
was passed into law at the last Legislative Council meeting. 
The bill was designed to protect pupils at schools from 
physical hazards and also from bad methods and political 
propaganda. The Attorney General, Mr. A. Ridehalgh, ex- 
plained that Government policy remains the same as when 
the principal Ordinance was passed -in 1952. The aim is to 
encourage the provision of. educational facilities but Govern- 
ment would be failing in its duty if it allows every one a 
free hand to use whatever premises for whatever course 
of instruction. Far from effecting the closure of registered 
private schools and making it more difficult for unregister- 
ed private schools to obtain registration, the new Bill pre- 
scribed practical measures which will enable many such 
schools in tenement premises to avoid closure. 


The HK Chinese Reform Association however conduct- 
ed a meeting and passed three resolutions for the repeal of 
the Bill. ‘The resolutions are: to establish a prominent or- 
ganization to oppose the bill; to send a petition to the 
‘Governor giving reasons why the new ordinance should be 
repealed; to invite some legal advisors into the presidium ‘of 
the organization for the above objects. Chairman Percy 
Chen said “Since the Legislative Council passed the Educa- 
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tion Bill despite public opposition, we have the right 
to ask the Government to establish sufficient government 
schools for the accommodation of nearly 300,000 to 400,000 
students who will not be able to continue their schooling 
under the new ordinance.” 

Editorial comments in local newspapers agreed that 
much of the criticism had been ill-informed or based on in- 
accurate interpretation of the legislation. One paper 
opined, “There is reason to believe that some of it was 
inspired, and did not represent the genuine, individual 
opinion of those who lent their names to published and 
uttered viewpoints.”” Mr. C. E. Terry had actually pointed 
out during the second and third readings of the Bill that 
there was no new requirement which made it more difficult 
for unregistered schools to register. “It is also worthy 
of particular notice that established educational bodies in 
Hongkong such as the HK Teachers’ Association, the Private 
Vernacular Schools’ Association and the Private English 
Schools’ Association have made no representations against 
the bill;’’ he said, “they are the ones more concerned with 
the matters at issue than anyone and the ones who may 
be expected to have a real insight into the present posi- 
tion.” 

New Railway Terminal—Government is considering to 
move the Kowloon Canton Railway Terminal at Tsimshatsui 
to a site at the north end of the Hung Hom reclamation. 
The services of a UK firm of consulting engineers, Sir Wil- 
liam Halcrow & Partners of London, have been engaged to 
ascertain whether such a move could be made at an accept- 
able cost. According to a Government spokesman, the re- 
siting of the Terminal would necessarily be an expensive 
project. However, Government has decided to examine the 
problem due to congestion at Tsimshatsui and the difficulties 
of access to the new reclamation area at Hung Hom. Re- 
moval of the Terminal to Hung Hom would release over 38 
acres of land at Tsimshatsui and along the Chatham Road 
waterfront for future development projects. The railway 
line, as at present sited, cuts off the Hung Hom reclamation 
from development along Chatham Road and the only access 
to the reclamation at the moment is by the road which serves 
the Technical College. Furthermore, retention of the 
existing Terminal makes future planning of the Tsimshatsui 
area unsatisfactory. The spokesman also pointed out that 
the proposed new Terminal would be conveniently near the 
terminus of the second passenger and vehicular ferry service 
linking Hung Hom with North Point. 

Smuggling Activities—A January 10 report from Peking 
revealed that 17 smugglers were recently caught in Canton 
for illegal exports of valuable Chinese relics to HK and’in 
return brought diamonds and other prohibited imports into 
China. Peking also announced that during recent months, 
3,354 persons had been arrested in 6,671 cases of smuggling. 
Contrabands amounting to more than HK$5 million had been 
confiscated. Peking disclosed that overseas Chinese return- 
ing to the Mainland had brought with them millions of 
dollars worth of prohibited imports. According to local re- 
sidents who had just returned from Canton, a large number 
of visitors from Hongkong and Macao are now in custody 
in China on smuggling charges. Consequently passenger 
traffic over the boarder slowed down and on the Chinese 
side, two express services between Canton and Shum Chun 
were suspended last week. 

Traffic Accidents—According to official statistics, traffic 
accidents last year killed 125 persons, injured 4,474 victims 
and damaged 7.415 vehicles. A total of 32,924 vehicles 
were licensed last year, 3,906 more than in 1956. 

Radio Licence—At the end of 1957 there were 64,486 
broadcast receiving licences in force, an increase of 5,749 
over that at the end of 1956. 
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HK EXCHANGE MARKETS 
U.S.$ 
T.T. %.T. Notes Notes 
Jan High Low High Low 
13 $5883.44 5884 58814 58734 
14 58915 58844 58933 58734 
15 58942 5884 5887 587746 
16 59114 590 59034 58956 
17 591 590 59148 589 VW, 
18 58944 58834 58834 58846 


D.D. rates: High 58932 Low 58634. 


Trading totals: T.T. US$3,620,000; 
Notes cash $770,000, forward $2,720,- 
000; D.D. $435,000. The market was 
steady; rates registered minor changes. 
In the T.T. sector, gold importers were 
good buyers. In the Notes market, 
demand for cash from China retained. 
There was no fixing of interest for 
change over, and it was expected that 
with the continuous purchases by 
China, it will shift into buyers’ favour. 
Positions taken by speculators aver- 
aged US$ two million per day. The 
D.D. market also continued active. 


Far Eastern Exchange: Highest and 
lowest rates per foreign currency unit 


in HK$: Philippines 1.715—1.7025, 
Japan 0.0143—0.014175, Malaya 1.875 
—1.873, South Vietnam 0.0666— 


0.0657, Laos 0.065, Cambodia 0.08— 


0.078, Thailand 0.277—0.2754, Indo- 
nesia 0.127—0.125. Sales: Pesos 
340,000, Yen 79. million, Malayan 


$320,000, Piastre 8 million, Kip 5 mil- 
lion, Rial 5 million, Baht 3 million, and 
Rupiahs 200,000. 


Chinese Exchange: People’s Yuan 
notes quoted $1.72—1.54 per Yuan. 
Taiwan Dollar notes quoted $0.153— 
0.148 per Dollar; remittances 0.143— 
0.141. 


Bank Notes: Highest and lowest 
rates per foreign- currency unit in 
HK$ England 15.77—15.65, Australia 
12.68—12.61, New Zealand 14.15— 
14.10, Scotland 14.00, Ireland 13.50, 
Egypt 10.00, East Africa 14.70—14.30, 
South Africa 15.60—15.50, West 
Africa 13.50, Jamaica 13.50, Gibraltar 
13.50, Malta 12.50, Cyprus 12.50, Fiji 
10.00, India 1.17538—1.175, Pakistan 
0.78, Ceylon 0.93—0.92, Burma 0.55, 
‘Malaya 1.85—1.832, Canada 5.96— 
5.895, Cuba 5.00, Argentina 0.12, 
Brazil 0.06, Peru 0.26, Mexico 0.43, 
Philippines 1.78—1.76, Switzerland 
1.3845, West Germany 1.35, Italy 
0.0091, Belgium 0.105, Sweden 1.02, 
Norway 0.72, Denmark 0.77, Nether- 


lands 1.45, France - 0.0121—0.0119, 
South Vietnam 0.0665—0.065, Laos 
0.065—0.064, Cambodia 0.0795— 
0.078, New Guinea 1.00, Indonesia 


0.1345—0.13, Thailand 0.283—0.277, 
Macao 1.00, Japan 0.014275—0.0142. 


Gold Market 


Jan High .945 Low .945 Macao .99 
13 $2576 256% 
14 25715 25675 Low 266% 
15 257% 25675 
16 258 25734 26734 High 
17 25756 25736 
18 257144 257 

Opening and closing prices were 


257% /257; highest and lowest, 258/ 
256%. The market was quiet. In- 
terest favoured sellers and aggregated 
$1.10 per 10 taels of .945 fine. Trad- 
ings averaged 5,100 taels per day and 
totalled 30,600 taels for the week, in 
which 11,100 taels were cash dealings 
(2,800 taels listed and 8,300 taels 
arranged). Speculative positions aver- 
aged 10,500 taels per day. Imports 
from Macao amounted to 9,500 taels. 
A shipment of 42,000 fine ounces 
reached Macao in the week. Exports 
totalled 9,000 taels (6,000 taels to 
Singapore, 2,000 taels to Indonesia, 
and 1,000 taels to Rangoon). Dif- 
ferences paid for local and Macao .99 
fine were $12.50—12.40 and 11.70— 
11.50 respectively per tael of .945 
fine. Cross rates were US$37.86— 
37.85 per fine ounce; 32,000 fine ounces 
contracted at 37.85 cif Macao. US 
double eagle old and new coins quoted 
$263—-262 and $230—228 respectively 
per coin, English Sovereigns $60—59 
per coin, and Mexican gold coins $275 
—274 ver coin. Silver Market: 500 
taels of bar silver traded at $5.66 per 
tael and 500 dollar coins at $3.63 per 
coin. Twenty-cent silver coins quoted 
$2.79 per five coins. 

Money Market: The market was 
not as tight as a fortnight ago but in- 
terest rates unchanged. The market 
will definitely be easier after the 
Chinese New Year. 


HK SHARE MARKET 


The market last week was kept active 
chiefly by big-parcel dealings. Although 
most quotations were at record lows, 
many buyers were still trying to force 
offers down but sellers insisted on 
higher prices in most cases. HK Hotels 
advanced to $16.10 under sudden buy- 
ing rush; the highest rate for 1957 
was $16. Most-transactions in. Hotels 
were in big parcels; a single dealing on 
Thursday covered 5,000 shares. Under 
profit-taking, the rate returned to $16 
at the close after a total turnover of 
23,000 shares during the week. 


Interest also centred on Lands, Dairy 
Farms, Docks, Providents and most 
Utilities; closing prices were better 
than those for the previous week. Trams 
gained 70c on prospects of better divi- 
dend this year. Market reaction to 
HK Bank’s final dividend of £1/12/6d 
was disappointing in spite of the slight 
increase over that for the previous 
year; closing rate was $5 lower. 
Wheelocks showed some improvement 
in mid-week on the announcement of 
a similar interim dividend but little 
business transpired. Cement lost $1.30 
but selling pressure was not serious 
and closing rate was slightly better 
than trading prices during the week. 


Turnover during the week amounted 
to $473,000 on Monday, $530,000 
Tuesday, $296,000 Wednesday, $568,000 
Thursday, $350,000 Friday. 


Dividend— Wheelock Marden & Com- 
pany declared an interim dividend of 
37% cents per share in respect of the 
year ending March 1958. 


Esti- 


mated 
Jan. 10 Last Week’s Rate Annual 
Share Up & Down Dividend Yield 
Highest Lowest Closing (%) 

HE Bank. <=... (000) 850 845 845 —$s $50 5.92 
Union Ins. ______ Ws 76s 4 ms —$1 $3.40 4.53 
Lombard = _______ Bn 33 32.75 3n steady $2 6.06 
Wheelock _____-- 6.45 6.70 6.40 6.45 b steady 15¢ 11.63 
HK Wharf _...__-:120n 122s 120 121s steady $6 4.96 
HE Dock 50.50 b $1.50 51 51 +50c $2 3.92 
Provident _________ 11.70 12.10 11.70 12.10 +40c $1 8.26 
32.50 b 32.75 32.50 32.75 +25¢ $3.50 10.69 

1.35 b 1.375 1.35b 1.35 n steady 15¢ 11.11 

15 16.10 15 16 +$1 $1 6.25 

23.60 24.30 23.80 24.30 +70c $1.70 6.99 

Star Ferry __-.- 122 b 125n 121b i25n firm $9 7.20 
Yaumati ________ 95 95.50 94.50" 95.50 s +50c $7.50 7.85 
hight it) 22S 16.80 17 16.80 17 +20c $1.10 6.47 
Electric ena 26.50 26.90 26.50 26.90 +40c $1.80 6.69 
Telephone ____ 26 26.30 26.10 26.10 +10c $1.50 5.75 
Cement -___._.... 25.80 s 25s 24.50 24.70 n —$1.10 A 16.19 
Dairy- Farm ____ 16.50 16.50 16.40 16.50 steady $1.63 9.88 
Wateon. unos 11.80 11.80 11.70 b 11.80 b steady $1 8.47 
Yangtsze = _______ 5.30n 5.35 b 5.25 b 5.35 b quiet 65c 12.15 
Allied Inv. ____- 3.675 n 3.725 s 3.65 b 3.675 n quiet 25c 6.80 
HK & FE Inv. —_ 10n _ — 10n quiet 80c 8.00 
Amal. Rubber __ = 1.325 1.325 1.30 1325s steady 23c 21.13 
Textile eerie 4.55 4.50 4.50b 4.50b quiet 50c lil 
Nanyang -____ 8.50 b 8.55 s 8.40b 8.50 steady $1 11.76 
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SINGAPORE SHARES 


Turnover remained small during 
the week ended January 10; price 
movements, in the main, were narrow. 
The Federation Government, in antici- 
pation of continued restriction of out- 
put after the expiry of the present tin 
control period on March 14th, has an- 
nounced the setting up of tin quota 
sales pools. These pools will not pre- 
clude the purchase and sale of quotas 
privately provided such transfers take 
place within registered groups, but all 
transfers outside registered groups 
will have to be effected- through the 
Government Pools. Meanwhile, the 
metal price recorded only one move- 
ment during the week, on Thursday, 
when it improved from $360 to $361.75 
per picul. 

The Rubber price commenced the 
period at 80%c. per lb. and improved 
to 81%c. before easing sharply to 
close at 78 %c. 

There was a further improvement in 
Fraser & Neave which closed with 
buyers at $2.70. Metal Box were com- 
paratively active, rising from $1.50 to 
$1.57, and there was some enquiry for 
Straits Steamship. Straits Times 
eased from $1.90 to $1.87%x.c.i., but 
Wearnes improved to $3.10 and Cold 
Storage to 94c. 

In dollar tins, Hong Fatt moved 
from 72c. to 76c., but Petaling re- 
mained static at $2.42%4. This section 
of the market was particularly dull 
and at no time was there more than 
verv small selective buying interest. 

Austral Amal. were steady around 
12/144 and Larut at 4/-, Lower Perak 
at 13/6 and Tongkah Harbour at 13/- 
were all unchanged throughout the 
week. 

The Directors of Pajam Ltd. have 
announced that they are recommend- 
ing a one for two bonus issue to share- 
holders. . Prior to the announcement 
these shares were standing around 
$1.10, but the first c.c.i. transaction 
was at $1.25 and they improved to 
$1.27%% before easing to $1.26 c.c.i. 
Bassett improved to Tic. and Benta 
to $1.53. Kundong and Mentakab 
were steady at $3.05 and $2.20. 

Interest in Sterling rubbers showed 
a further small improvement, with 
transactions in Bukit Badang at 3/5%, 
Dindings at 21/9 and Kapar Para at 
3/-. Ledang Bahru were again 
easier and closed with sellers at 3/3d. 

There was an increase in the num- 
ber of transactions recorded in the 
Loan section. ; 

A fair volume of business was writ- 
ten in overseas investments, with Aus- 
tralia well to the fore. This was to 
be expected as this week the Austra- 
lian market reopened after the long 
Christmas recess. 


TRADE REPORTS 


Exports to Indonesia impsoved slight-, 
ly last week but prospects remained 
uncertain. Korea was interested in 
various kinds of paper but buying offers 


were still too low in most cases. Orders 


from UK, Europe and US. covered 
mostly HK manufactures. 
HK/China Trade—Demand from 


China for metals and fine chemicals re- 
vived but transactions were handi¢ap- 
ped by low buying offers. Imports 
from China remained heavy; in addi- 
tion to huge and steady consignments 
of foodstuffs and sundry provisions, 
there were limited quantities of china- 
ware, drawn lace work, salt, joss sticks 
and paper, sawn timber, hog bristles, 
groundnut’ kernel, dressed stone, 
cement and paper. 

HK/Japan Trade—Cargo movements 
between HK and Japan slowed down. 
Exports only about 1,000 tons consist- 
ing chiefly of woodoil, china clay, 
beans and scrap iron. Imports of rayon 
yarn, machinery, sundries and cotton 
textiles amounted to about 1,000 tons. 
Meanwhile, textile manufacturers from 
Tokyo were preparing to hold a Japa- 
nese textile exhibition here in the 
Chinese Chamber of Commerce Build- 
ing (January 20/22). According to 
the leader of the group, HK is the best 
market in the Far East for Japanese 
textiles. 

HK/UK Trade—Imports of cigarettes, 
cosmetics, cotton textiles, woollen 
piecegoods, automobiles, metals, canned 
and frozen food, dairy products and 
provisions amounted to 7,000 tons. Ex- 
ports totalling 5,500 tons consisted 
mostly of HK cotton textiles, plastics 
products and rubber’ shoes. More 
orders reached here from UK for cot- 
ton textiles and other HK manufactures 
but demand for China produce remain- 
ed weak and covered only a few popular 
items. 

HK/Europe Trade—Orders from 
Europe also covered mostly HK manu- 
factures; exports of rattanware, plas- 
tics products, shirts, shoes, torch and 
other metalware amounted to about 
1,500 tons last week. Imports of 
paper, chemicals, provisions and other 
consumer goods remained on the weekly 
average of about 2,000 tons. 

HK/US Trade—Imports from US 
slowed down after heavy arrivals last 
month; principal items remained black 
plate, cotton, textiles, pharmaceuticals, 
fruits, wheat flour and provisions. Ex- 
ports of HK manufactured rattanware, 
cotton textiles, plastics products, torch, 
etc. were also much _ less than last 
month. 

Local manufacturers _ reported that 
inspection of cargo in America was 
becoming ever more strict while buy- 
ing counteroffers continued to decline. 
A rattan furniture exporter admitted 
that recently most of his consignments 
to US had been rejected because the 
PVC coating on rattan cracked, some 
on. arrival in America and some after 
brief usage by customers. In the ex- 
port of water chestnuts, fob HK price 
recently dropped from US$6 per 30-lb 
case to $5.25; keen competition among 
local exporters enabled US buyers to 
cut their counteroffers. 

HK/Thailand Trade—Over 4,000 tons 
of rice arrived from Thailand in addi- 
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tion to substantial quantities of hide, 
timber, live cattle, starch, groundnut, 
beans, maize and oilseeds. Demand 
from Bangkok for metals, paper, phar- 
maceuticals and other merchandise 
remained selective; enquiries were 
keen but most transactions handicapped 
by low buying offers. During the 
week, about 1,500 tons of wire nails, 
wheat flour, pharmaceuticals, paper and 
foodstuffs were shipped there. 

HK/Indonesia Trade—Djakarta ap- 
proved more imports to relieve the 
shortage of consumer goods _ there. 
Consequently more orders reached here 
for paper, cotton textiles and other HK 
manufactures; during the past three 
weeks, purchases from here _ included 
300,000 pieces of cotton cloth. The ap- 
proach of Puasa Festival also stimu- 
lated shipments to Indonesian ports 
outside Java. 

Djakarta however ordered regions 
outside Java to stop direct barter trade 
with Malaya and other countries. A 
government order declared illegal all 
regulations and procedures concerning 
foreign trade issued by military and 
civil 


authorities in these regions 
(Sumatra, Celebes, Moluccas’ and 
Borneo). It remains to be seen whe- 


ther Djakarta could effectively prevent 
outer islands from trading direct with 
foreign countries. 

According to the Indonesian Con- 
sulate-General here, Djakarta is nego- 
tiating with local shipping firms for the 
charter of ships to run inter-island com- 
merce in Indonesia. Djakarta recently 
chartered some ships. from Japan but 
the tonnage was not sufficient. Indo- 
nesia is also trying to charter ships 
from West Germany, Italy, Denmark, 
India, Poland, Yugoslavia and Norway. 

HK/Malaya Trade—Exports to 
Singapore and Malayan ports continued 
active; 2,000 tons last week. More 
orders reached here from Singapore 
and Kuala Lumpur for sundry provi- 
sions, joss stick and paper, foodstuffs, 
pharmaceuticals, sugar and various HK 


manufactures. Better prices for raw 
rubber increased Malaya’s purchasing 
power; active transhipments of HK 


goods to Indonesia also stimulated pur- 
chases from here. 

Reports from Singapore however 
disclosed that Indonesian authorities 
last week seized several Singapore own- 
ed ships carrying rubber from Sumatra 
because Djakarta had declared such 
direct shipments as illegal. The report 
also said that Indonesians were de- 
manding about US$70,000 for the re- 
lease of a 2,700-ton freighter detained 
in Sambu since December 30; the ship 
was transporting copra from Celebes to 
Singapore. 

HK/Philippines Trade—Manila' ap- 
proved the exchange of copra for 
50,000 tons of rice with a HK firm. HK 
rice is sold at US$119 ge ton and the 
copra pegged at US$170 per ton. Ship- 


ments will be made against back-to- 
back L/Cs. 
Meanwhile, authorities in Manila 


continued to charge Filipino tourists in 
HK with running a multi-million-peso 
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smuggling operation between HK and 
the Philippines. A Manila report 
claimed that stores over there were 
well supplied with undeclared, untaxed 
HK goods. The Secretary of Finance 
‘in Manila said that Filipino tourists in 
HK were spending about US$225,000 
daily and that the annual loss in re- 
venue to Philippine Government might 
amount to US$50 ‘million. 

HK /Korea Trade—Orders from 
Korea covered mostly paper. ‘There 
were also enquiries for torch, sewing 
machines, pharmaceuticals, chemicals 
and woollen yarn but most transactions 
were still under negotiation towards 
weekend; prospects uncertain. 

HK/Taiwan Trade—Trade with Tai- 
wan remained active but the volume 
small. Prosgects of increasing imports 
from Taiwan dull because re-exports of 
sugar sluggish; SE Asia is buying direct 
from Taiwan. ‘Taiwan citronella oil is 
chiefly shipped to US; Europe and other 
buyers favour Chinese products because 
prices cheaper. Other Taiwan staples 
and products are also handicapped by 
high cost in the local market. The 
chance of improving exports is more 
slim in view of the curtailment of US 
Aid to Taiwan. 

HK/Cambodia Trade—More rice ar- 
rived from Phnompenh but consign- 
ments were still limited to small quanti- 
ties. Imports of maize, beans and 
other staples also moderate. From 


here, Cambodia bought insignificant 
quantities of metals, paper, piccegoods 
and sundry ‘provisions; interest centred 
on a tew items only. 

HK/Vietnam Trade—Saigon invited 
tenders for the supply ot fertilizers, 
outboard motors, agricultural ma- 
chinery, trucks, pumps and other equip- 
ments; dealers here indifferent because 
such orders usually go to Japan and 
other direct suppliers. Exports to South 
Vietnam quiet; only some joss sticks, 
sundry provisions, foodstuffs, enamel- 


ware, vacuum flasks and other HK 
manufactures. 
HK/Burma  Trade—More enquiries 


reached here from Rangoon for wheat 
flour, glass, groundnut oil, foodstuffs 
and building materials; most  trans- 
actions were still under negotiation 
towards weekend because traders there 
were waiting for the issuance of import 
licences. 

HK/Australia Trade—About 1,000 
tons of flour, frozen meat, fruits, hide, 
dairy products and wooltops arrived 
from Australian ports. Exports slow; 
demand covered only a few items of 
China produce. 

HK/New Zealand Trade—Dealers 
here are pessimistic over trade with 
New Zealand on account of strict im- 
port restrictions there particularly on 
shoes, leather goods, umbrellas, toys, 
cameras, furniture and ties. 

HK/Africa Trade—Exports to Afri- 
can markets were quiet last week; only 
a few hundred tons of enamelware, 
cotton piecegoods and other HK manu- 
factures to West Africa. East Africa 
shipped here 4,000 tons of sugar and 
South Africa sent here about 500 tons 
of groundnut oil, tanning extract, 
fruits and other staples. 

HK/Canada Trade—About 500 tons 
of wheat flour; canned food, paper pro- 
ducts, office appliances and pharmaceu- 
ticals arrived from Canada; exports 
quiet, only some woodoil, firecrackers 
and other HK manufactures. 

HK/India Trade—More enquiries ar- 
rived from India for cassia, green pea, 
pharmaceuticals and HK manufactured 
metalware; quantities involved however 
were still moderate, 

Imports of cotton yarn slowed down 
because prices here lower than cost. 
According to Mr. K. B. Lall, India’s 
chief of Foreign Trade and Joint Secre- 
tary of the Ministry of Commerce, 
India, will take advantage of the free 


‘port facilities here to market more 


tea, textiles and. small machinery. 
-HK/North Borneo Trade—Shipments 
of construction materials to Brunei 
and Sarawak improved; principal items 
included bricks, cement, dressed stone 
and structural steels. Exports of food- 
stuffs, sundry provisions and HK manu- 
factured paints, cotton textiles, enamel- 
ware, pressure lamp, torch batteries, 
etc. remained on a small scale. From 
Borneo, local dealers continued to im- 
port substantial quantities of timber, 
coconut, firewood and rattan; there 
were also rubber and hide but mostly 
for transhipments to Taiwan and other 


countries. 
= = * = 


FAR EASTERM 


Economic Review 


China Produce—Demand from Japan 
and other sources remained selective. 
Many transactions were concluded in 
forwards because stock inadequate. 
Spot dealings covered mostly maize, 
sesame and beans from Thailand, Cam- 
bodia and Burma as well as tea and 
camphor products from Taiwan. 

Prices for most popular items were 


steady. Woodoil however was marked 
down slightly in sympathy with lower 
indents from China; orders from 


Canada, Australia, Japan and New Zea- 
land covered forwards at £135 c & f 
per long ton, £145 c & f per long ton, 
£140 c & f per metric ton, and £149 
c & f per long ton respectively. 

Groundnut oil remained firm; cost of 
Afriean products advanced and demand 
from Burma retained. Bean oil also 
improved on higher Japanese indent and 
speculative demand in the local market. 
Other popular items were maize, sesame,. 
groundnut kernel, cassia, hop seed, ani- 
seed star, coir fibre, dried chilli, tea, 
seagrass products, menthol crystal, 
termeric and beans. 

Metals—There were more enquiries 
than orders from China, Korea and SE 
Asia. Most transactions fell through 
because in spite of the fact that prices 
were at a low level, buyers wanted to 
force quotations still lower. Interest 
centred only on a few items including 
structural steels, iron pipes, steel plate, 
waste waste and wire rod. Local de- 
mand for round bars, pipes, steel sash 
bars, box strappings, blackplate and 
tinplate waste waste, galvanized iron 
sheet and scrap iron was steady and 
helped to keep prices firmer towards 
weekend. 

Paper—Korea remained the number 
one buyer for paper in the local market. 
Transactions however were still handi- 
capped by low buying offers and re- 
stricted by limited stock here. Indo- 
nesia suddenly provided keen demand 
for various printing, packing and writ- 
ing paper but quantities involved 
moderate and buying offers low. Thai- 
land enquired for a few items but re- 
stricted purchases to small lots. Prices 
were firm in general. Popular items 
included newsprint in ream, art print- 
ing, woodfree, sulphite, kraft, tissue, 
manifold, bond, cellophane, glassine, 
aluminum foil, cigarette paper, duplex 
and straw boards. Dealers here booked 
some cellophane from UK, manifold 
and woodfree from China to replenish 
dwindled stocks. 

_ Pharmaceuticals—Aspirin, 

tin, quinine, saccharium lactose, sac- 
charine crystal, amidopyrin and ced 
liver oil capsule were favoured by Thai- 
land, Singapore, Malaya, Korea, Taiwan 
and other buyers but low stocks here 
restricted the turnover. Dealers here 
still reluctant to keep heavy stocks of 
even popular fine chemicals which re- 
tained steady demand from SE Asia 
recenfly. 

Industrial Chemicals—There were 
more enquiries -than orders from. 
Korea, Taiwan and Thailand. Interest 
was centred on sodium nitrate, citric 
acid, petrolatum, formalin, linseed oil 
and gum copal. Local factories pro- 


phenace- — 
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vided steady although limited demand 
for soda ash, sodium _ hydrosulphite, 
lithopone, calcium carbonate, chlorate 
of potash and caustic soda. The mar- 
ket was sluggish in general. 

Cotton Yarn—lIndonesia bought small 
lots of HK, Pakistan and Korean yarn 
from the local market. Local weavers 
and knitters however favoured HK 
brands only. Prices were steady in 
general; Pakistan products on _ high 
cost, Indian yarn on curtailed imports 
and Korean brands on dwindled stock. 
Japanese yarn was quiet; prices steady. 

Piecegoods—-HK_ grey sheeting re- 
tained steady demand from UK, Africa 
and local processing mills. HK drill 
steady on lower stock and enquiries 
from Indonesia. Japanese grey quiet 
but prices steady on firm indents. 
Japanese white shirting and Fuji silk 
steady on orders from Cambodia and 
Thailand. 

Rice—Bangkok indents remained 
firm but prices here were kept at a low 
level. Supply continued adequate; in 
addition to heavy imports from Thai- 
land, there were consignments from 
Cambodia, Vietnam, Burma and China. 

Wheat Flour—HK brands steady on 
good local demand and enquiries from 
Burma. US brands’ weak especially 
after more supply arrived during the 
week; exports to South Korea quiet 
because Seoul obtained this item: direct 
from America. Canadian and Austra- 
lian brands also weak; supply exceeded 
demand. ; 

Sugar—Heavy stock, steady imports 
from Taiwan, Africa and other sources, 
and slow exports kept prices here at a 
low level; prospects of improvement 
dull. HK products steady on revived 
demand from Malaya. 

Cement—More_ supply arrived from 
China but local demand _ continued 
strong. Prices in general were steady. 


HONGKONG COMPANY 
INCORPORATIONS 


Following new limited liability com- 
panies were incorporated during the 
fortnight ended December 14, 1957; 
all capital is nominal and in Hongkong 
Dollars :— 


Weng Wah Investment Co.—To in- 
vest in land; Capital, 1 million; 13 
Bonham Strand West, Hongkong; Sub- 
scribers: Chan Hon Wah, 73 Bonham 
Road, Hongkong, merchant; Chan Wai 
Shun, 75 Bonham Road, Hongkong, 
merchant. The Grace  Fisheries— 
Fishing industries; Capital, 200,000; 31 
Bonham Strand East, Hongkong; Sub- 
scribers: Lung Man Ching, 3A Liberty 
Avenue, Kowloon, merchant; Yim Yu 
Choy, 65 Island Road, Hongkong, mas- 
ter. The Aluminium Manufacturers 
Co. of Hongkong—Capital, 1 million; 
Subscribers: C. L. Hsu, 27 Blue Pool 
Road, Hongkong, merchant; Choi 
Cheung Kok, ‘Ting Tai Metal Ware 
Factory Ltd., merchant; Kuo Chen Dai, 
Wah Chong Metal Works Ltd., mer- 
chant; John Tung, Gold Coin Metal 
Manufactory Ltd., merchant; T. W. 
Moh, Linson Aluminium and Hardware 
Factory, merchant; Wong Kam Kong, 
146A Waterloo Road, Kowloon, mer- 
chant. Burwill Metals—Exporters & 
importers; Capital, £25,000; 1 Des 
Voeux Road Central, Hongkong; Sub- 
scribers: Burwill & Company Limited 
by the hand of H. J. Armstrong, direc- 
tor; P. A. L. Vine, 4 The Peak, Hong- 
kong, solicitor. Cathay Crafts—Im- 
porters & exporters; Capital, 1 mil- 
lion; 803 Fu House, Hongkong; Sub- 
scribers: William King Lowd Lore, 60C 
Conduit Road, Hongkong, solicitor’s 
article clerk; Alfred Y. Hon, 17 Kote- 
wall Road, Hongkong, solicitor. 
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Crane Stores, Shoers & Hatters— 
Capital, 75,000; Subscribers: Jefferson 
Young, 9 Suffolk Road, Kowloon, mer- 
chant; Yvonne Sun Young, 9 Suffolk 
Road, Kowloon, married woman; Mar- 
garet Koo Young, 155 Argyle Street, 
Kowloon, married woman. South China 
Garment Manufacturing Co.—Capital, 
500,000; 495 Castle Peak Road, Kow- 
loon; Subscribers: Chang Yu _ Shing, 
1-A Peace Avenue, Kowloon, merchant; 
Zee Tee-Fong, 4 College Road, Kow- 
loon, merchant. Rayman Trading Co. 
Pharmaceutical dealers; Capital, 300,- 
000; 702 Man Yee Building, Hong- 
kong; Subscribers: B. Y. Au, 72 Vil- 
lage Road, Hongkong, merchant; B. M. 
Au, 12 Tsap Cheung Street, Hongkong, 
merchant. S. J. David and Co.—To 
represent any persons or corporations, 
his or their investments; Capital, 40; 
87 Des Voeux Road Central, Hong- 
kong; Subscribers: P. W. Mansfield, 
222 Nathan Road, Kowloon, merchant; 
P. A. L. Vine, 4 The Peak, Hongkong, 
solicitor. Shing Tai Construction Co. 
—Capital, 500,000; 4 Queen’s Road 
Central, Hongkong; Subscribers: 
Tcheng Chun-wan, 909 King’s Road, 
Hongkong, merchant; Chuang Chi-lu, 
27 Wu Dit Kuk New Village, Lai Chi 
Kok, Kowloon, merchant. Cathay In- 
ternational Corporation—Importers & 
exporters; Capital, 500,000; 209 Yu To 
Sang Building, Hongkong; Subscribers: 


Bertram Yat Man To, 22 Essex 
Crescent, Kowloon Tong, Kowloon, 
merchant; Andrew Keng Wai Eu, 
“Kucliff’, Repulse Bay, Hongkong, 
merchant. On Wing & Co.—Importers 


& exporters; Capital, 200,000; 24-26 
Caxton House, Hongkong; Subscribers: 
Kam Kwong Yan, 308 Grand View 
Mansions, Hongkong, merchant; Kiyo- 
tada Shirakura, 24-26, Caxton House, 
Hongkong, merchant. 


HONGKONG’S TRADE IN 1957 


Hongkong’s trade last year amounting to $8,165.7 mil- 
lion was higher by 5% over that for 1956. 


This was how- 


compared with $1,038.3 million in 1956. 
United Kingdom increased significantly by $153.9 million to 


Imports from the 


ever due to a substantial rise- in imports; exports fell by 
6% compared with 1956 but were still higher than in any 
year since 1951. 


The value of exports in 1957 was $3,016.3 million. 
After an encouraging start when exports for the first quar- 
ter, at $835 million, were running at an annual figure of 
$3,338 million, they fell to $744 million in the second 


quarter, $687 million in the third quarter, and then picked. 


up slightly to. $751 million during the fourth quarter. The 
highest monthly value, $305 million, was recorded in 
January, and the lowest in August, $209 million. Although 
some countries, especially the United States and the United 
Kingdom, increased their purchases from Hongkong during 
1957 they could not offset the serious and continuous fall in 
exports to Indonesia, Thailand, Japan and South Korea. 
The value of imports was $5,149.5 million, a rise of 
12.8% compared with 1956. China remained the principal 
source of imports, supplying $1,131.1 million worth of goods 


$667.3 million, and from the United States by $115.2 mil- 
lion to $539.0 million. On the other hand imports from 
Malaya were $50.6 million less and from Japan, $47.2 mil- 


lion lower than in 1956. 


On the commodity list, exports of clothing increased 
by $39.5 million; medicinal and pharmaceutical products by 
$29.3 million; and ores and metal scrap by $22.5 million. 
Exports of textile yarn and piecegoods fell considerably 
by $82.8 million; textile fibres by $32 million; inedible animal 
and vegetable crude materials by $28.9 million; manufac- 
tured fertilizers by $27 million; and mineral fuels, lubri- 
cants and related materials by $23.5 million. 


Most important imports showed an increase in value, 
especially scientific and controlling instruments (including 
photographic and optical goods, watches and clocks), an in- 
crease of $73.1 million; base metals, an increase of $66.7 
million; non-electrical machinery of $55.9 million; and ores 
and metal scrap of $44.7 million. 
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An encouraging feature of the year’s trading was a 
further expansion of exports of local products which were 
valued at $793.9 million, representing an increase of $11.3 
million over the value for 1956, and accounting for 26.3% 
of the Colony’s exports. This was achieved in spite of the 
heavy decline in purchases by Indonesia; the loss was made 
up by increased exports to other countries, notably the 
United States, the Philippines and the United Kingdom. 
The division of the Colony’s exports into re-exports and 
exports of domestic products is not yet complete and the 
figures for Hongkong products refer only to those separately 
classified in the Trade Statistics. The following table shows 
the values of exports of Hongkong products for the months 
of January to December 1957, with comparative figures for 
1955 and 1956. 


Month 1955 1956 1957 
$ $ $ 

Janviary, =~ —32--2-— 3 55,520,827 66,437,701 75,445,614 
February 55,746,108 61,196,008 58,125,414 
March 61,586,838 71,223,930 71,896,675 
April = 54,424,205 72,486,603 61,183,514 
May 59,828,499 73,067,924 64,712,655 
June 56,898,741 60,984,759 67,096,456 
July a 58,888,585 60,463,867 68,147,115 
August =e 67,123,882 63,257,507 61,178,595 
September 66,557,071 61,106,510 70,880,304 
October —---— — 61,959,801 57,740,447 71,013,647 
November 65,058,015 63,682,284 62,586,711 
December _ ---------------- 66,725,987 70,945,334 61,658,320 

Total Se ee 180; 318, 509. 782,592,874 793,925,020 


Comparison with 1956 of the year’s trading with parti- 
cular countries shows the following developments: 


United Kingdom—Both exports to and imports from 
the United Kingdom rose in 1957; exports by $38.4 mil- 
lion, accounted for mainly by textile yarn and piecegoods; 
imports by $153.9 million, accounted for mainly by heavier 
purchases of base metals, non-electrical machinery and 
transport equipment. 


Malaya—Imports from Malaya fell by $50.6 million; the 
principal items affected being mineral fuels, lubricants and 
related materials. The value of exports remained at the 
1956 level. 


India—Imports from India increased by $38 million, 
mainly on account of textile fibres, non-electrical machinery, 
textile yarns and piecegoods. 


China—China normally supplies 45 per cent—50 per 
cent of the Colony’s imports of foodstuffs, and increased 
total imports of $92.8 million were partly accounted for 
by increased purchases of fruit and vegetables, dairy pro- 
ducts, eggs and honey, cereals and cereal preparations; im- 
ports of non-metallic mineral manufactures, and textile yarn 
and piecegoods also increased. Exports to China declined 
steadily since 1951 and at $123.4 million in 1957 reached 
a new low; exports of manufactured fertilizers fell from 
$36 million in 1956 to $7.8 million. 


Japan—Both imports and extorts fell in value. The 
decrease in imports of $47.2 million was due mainly to lower 
values for textile yarn and piecegoods, base metals and non- 
metallic mineral manufactures. Exports to Japan fell by 
$89.7 million; textile fibres, mineral fuels, lubricants and 
related materials, cereals and cereal preparations, oil seeds 
and oil nuts, base metals, and inedible animal and vegetable 
erude materials, all recorded drops. Increases were re- 
corded however in imports of animal and vegetable oils 
($24 million) and in exports of ores and metal scrap ($23.9 
million). 


U.S.A.—Trade with the United States showed an all 
round improvement. The principal items contributing to 
an increase of $115.2 million in imports were ores and 
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metal scrap, textile fibres and tobacco. Exports rose by 
$81.6 million, over 50% of which was accounted for by 
clothing alone, other items showing increases were miscel- 
laneous manufactured articles and piecegoods. 

Indonesia—Imports from Indonesia rose by $67.4 mil- 
lion, almost entirely due to heavier shipments of mineral 
fuels, lubricants and related materials. Exports fell by 
$188.9 million. This comparison is made more acute by 
the very heavy exports in 1956 of textile yarn and piece- 
goods which in 1957 dropped by $92 million. Other items 
recording dips were clothing, non-electrical machinery and 
non-metallic mineral manufactures. 


Thailand—Exports to Thailand fell by $131.5 million; 
textile yarn and piecegoods declined by $53.3 million and 
base metals by $30.3 million. Imports rose by $6.4 million. 

Switzerland—The increase of $61.4 million in imports 
from Switzerland resulted mainly from heavier consignments 
of scientific instruments (including photographie and optical 
goods, watches and clocks) which accounted for $49.5 mil- 
lion of the rise. 


TRADE IN DECEMBER 


Exports at $238.2 mulion fell by $15.6 million or 6.1% 
compared with the preceding month, and by $58.4 million 
or 19.7% compared with the corresponding month in 1956. 
Imports at $407 million were lower by $4.4 million (1.1%) 
than the preceding month but higher than December 1956 
by $18.4 million (4.7%). 


The value and volume of unclassified trade conducted 
through the post for December 1957 as reported by traders 
in their monthly returns received up to January 6, 1958 
were: No. of returns received, 287; despatched, 3,902 par- 
cels valued at $1,078,357; and received, 2,299 parcels valued 
at $1,571,905. The appeal for voluntary declarations of 
such transactions had not reached custom-tailors; letters 
were sent to a number of such firms towards the end of 
the month asking them to submit monthly returns in future. 


Exports of Hongkong Products—Exports of Hongkong 
products during December were valued at $61.7 million, and 
showed a slight decrease compared with that for the pre- 
vious month. The December 1957 total represented 25.9% 
of the Colony’s total exports for the month, and was lower 
by $9.3 million (13.1%) than that for the corresponding 
month in 1956. A comparison of the totals for the years 
1957 and 1956, showed an increase in 1957 of $11.3 mil- 
lion or 1.4%. An analysis of the figures for the two years 
indicates that United Kingdom increased purchases by $12.3 
million, and was again the best customer for Hongkong 
products. Although Indonesia reduced purchases by $44.7 
million, it remained HK’s second best customer; Malaya 
bought $10.9 million less but retained the third place. Ex- 
ports to the United States increased significantly by $19.1 
million and to the Philippines rose by $13.2 million while 
to Thailand dropped by $13.4 million. 


The value of the Colony’s principal manufactures ex- 
ported during 1957, in order of importance are: 


Cotton piecegoods 


Cotton ‘yarn 22214) Sot ee ae eee Te Soe emea 
Shintsieen GS. cass $ 83,252,272 
Enamelware ___ $ 66,024,457 
Footwear = $ 64,307,001 
Electric torches $ 41,261,343 
Cotton $ 36,927,432 

$ 16,062,505 

embroidered Se ee ee ee ee ee 

‘Metal Ibnterns) S22 eee eee : tse 
Fruits and fruit peels, preserved, glaced or crystallized _ $ 13,970,370 
Towels, not embroidered $ 12,361,718 
Mastics‘articlesa Sas RS ee eee $ 11,019,242 
Torch batteries ea $ 11,005,205 


Iron and steel bars and rounds $ 10,837,345 
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Country 


Merchandise 
United Kingdom 
Central African 
Federation _. 
East Africa, 
British) oe 
South Africa .. 
Canada... =e 
West Indies, 
British 


sereveceeee 


New Zealand .. 
LGW yh leans ae 
Oceania, Bri. 
tish, n.e.s._.... 
Mauritius _.... 
Mediterranean 
Territories, 


Com- 
monwealth, 
N.e.S. _..: 


French © ...... 
Equatorial & 


Madagascar .... 
Africa, n.e.s. .... 


U.S.A. 


rica, n.e.s. °.... 
Argentina 


Brazil 


eeeaceseeee 


Country 


Merchandise 
United Kingdom 
Central African 
Federation __ 
East Africa, 
British: 2 
South Africa — 
Nigeria _... = 


1958 


December, 
1957 
HK$ 


48,656,214 
421,928 


6,937,346 
5,825,632 
3,530,816 


6,643 
3,906,269 
311,804 
7,223,831 
8,764,728 
5,097,440 
10,999,203 
234,724 


10,000 
1,700,000 


2,600 
9,220 


46,340 


126,619 
118,707 
39,090,711 
31,373 


December, 
1957 


HK$ 


31,676,929 
1,123,860 


2,199,027 
3,232,500 
4,475,646 


1,064,549 
2,826,741 


1,953,644 
3,067,425 
1,465,950 
1,043,829 

35,485,362 

750,342 
4,785,560 
2,007,627 


IMPORTS, BY COUNTRIES 


Jan./ Dec. Jan./Dec. 
1957 1956 
HK$ HK$ 

667,279,421 513,333,600 
4,531,111 4,263,999 
67,352,924 55,620,548 
55,609,132 32,008,004 

51,362,478 46,335,227 

288,126 194,546 

47,788,460 39,861,306 
5,391,703 4,108,446 
89,054,459 51,029,928 
101,687,490 152,260,931 
92,003,220 98,049,901 
112,959,941 100,274,169 
4,312,463 2,385,749 
99,807 ) 
) 6,750,677 

1,405,566 ) 

2,483,168 ) 

) 

12,909 } 
265,731 ) 871,948 

) 

) 

223,438 ) 

10,506,897 6,086,347 

326,289 ) 

18,996 ) 
; 1,864,691 

4,839 ) 

187,160 ) 

1,483,480 ) 

539,043,092 423,806,512 
141,736 ) 
— ) 
45,067 } 2,143,277 
194,730 ) 
4,446,890 2,176,201 
20,332,981 54,751,817 
EXPORTS, BY 

Jan./Dec. Jan./Dec. 
1957 1956 
HK$ HK$ 

336,749,032 298,371,070 
15,460,243 14,284,919 
31,129,491 33,473,415 
43,643,588 29,463,147 
30,878,371 ) 

) 63,944,200 
21,266,327 ) 
41,110,898 29,291,189 
24,159,691 20,034,539 
39,046,139 48,774,595 
16,449,499 14,830,888 
13,612,350 21,520,912 

372,683,321 372,774,225 

4,316,992 5,311,345 

65,520,739 55,018,664 
17,790,156 15,179,193 


125 
December, Jan./Dec. Jan./ Dee, 
Country 1957 1957 1956 
HK$ HK$ HK$ 
Venezuela ...... — 22,770 ) 
South America, ) 1,070,237 
D685) 55,109 1,465,863 ) 
Burma Fe 361,080 16,881,200 35,482,718 
China . . 109,538,499 1,131,102,451 1,038,314,454 
Taiwan ot-:-.2-= 3,077,899 71,728,898 50,516,946 
Indonesia ...... 9,018,317 126,248,493 58,875,228 
JAPAN ae eee 58,526,447 763,372,977 810,602,788 
Korea, South .. 790,824 21,642,301 12,152,369 
Macaig. 3,640,189 42,872,541 40,158,754 
Philippines... 248,232 18,230,849 34,653,063 
Thailand! >... 15,141,273 191,787,225 185,362,677 
Cambodia ........ 2,030,651 OeeaeeE } 
LiaOsmeee one 36,975 503,23 
Vietnam, North 2,803,860 22,937,956) 99512,631 
Vietnam, South 180,000 4,361,273 ) 
Middle & Near 
Haste tee 2,706,901 55,325,716 51,917,525 
Asia, ness) — 7,500 7,100 
Austria 994,105 14,432,703 16,265,293 
Belgium 4,887,733 TP7,627,119 109,298,679 
Denmark 927,531 8,826,102 5,855,646 
France 8,059,296 36,982,884 27,915,129 
Germany, West 13,980,223 159,266,421 118,982,636 
Italy aes 5,038,004 63,478,719 40,479,653 
Netherlands ..., 7,804,551 86,189,924 77,866,515 
Norway .......... 997,118 13,350,539 4,694,879 
Sweden _..__ 1,712,703 25,636,325 18,831,503 
Switzerland 14,550,431 193,038,501 131,650,766 
UiS'S!R eee ace 2,707 2,840,216 
Czechoslovakia 509,394 9,147,236 ) 
Europe, East, ) 12,971,366 
B28) (2S 494,695 5,512,719 ) 
Europe, n.e.s. 689,662 12,429,807 10,845,082 
United States 
Oceania _.... 28,876 190,882 317,405 
Oceania, n.e.s. — 660,080 576,049 
Total Mer- 
chandise _ 407,037,478  5,149,454,917  4,566,195,131 
Total Gold 
and Specie 28,092,831 403,532,724 490,429,651 
Grand Tota] 435,130,309  5,552,987,641 5,056,624,782 
COUNTRIES 
December, Jan./ Dec. Jan./Dec. 
Country 1957 1957 1956 
HK$ HK$ HK$ 
Paji)  e 232,483 3,035,220 ) 
Oceania, Bri. 6,945,759 
tish, n.e.s. _. 11,675 2,196,455 ) 
Mauritius _. 503,521 5,918,355 ) 
Mediterranean ) 
Territories, ) 
BE aac Se 351,402 7,156,181 ) 
(Co eee ~ 1,030,425 9°657,102 ) 71,979,590 
British  Com- ) 
monwealth, ) 
1.e:8. 2 31,658 260,269 ) 
Egypt _... 86,709 295,530 2,128,372 
Belgian Congo 1,114,844 13,629,987 ) 
North Africa, 
French ___. 91,331 23322,542 ) 
ee ASL ) 57,098,741 
Se weccneoiae 3,102,988 39,585,215 ) 
Madagascar  _. 161,924 5,160,162 ) 
Africa, n.e.s.. 2,543,065 30,143,080 ) 
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December, Jan./Dec. Jan./Dec. December, Jan./Dec. Jan./Dec. 
Country 1957 1957 1956 Country 1957 1957 1956 
HK$ HK$ HK$ HK$ HK$ HK$ 
UES AR 19,570,536 198,181,851 116,570,563 Middle & Near 
Cuba 473,323 5,034,832 ) Rast eee 3,077,535 31,684,801 33,531,706 
Haiti 279,296 1,382,727 ) i 21,230 1,847,120 8,351,286 
Mexico 171,586 2,640,701 ) 31,259,716 9,130 82,264 54,078 
Central 1,362,340 16,044,452 11,601,158 
Tica; 0.e:3,.-.-- 2,148,965 30,284,480 ) 307,530 4,815,037 5,056,090 
Argentina . 22,879 432,544 511,064 741,624 12,817,967 21,170,075 
Brazil) Se 159,756 1,063,428 466,976 Germany, West 3,476,826 42,025,424 36,605,759 
Venezuela 1,304,242 18,457,987 ) Italy een 622,650 9,102,719 9,082,122 
South America, ) 22,665,702 Netherlands 1,052,999 18,090,286 23,809,098 
miei ee 732,400 11,294,924) Norway ........ 1,252,199 9,522,166 5,999,162 
Burma ..... 2,636,516 49,620,791 31,635,415 Sweden _........ 1,145,672 10,400,652 6,045,599 
China 8,727,711 128,351,977 135,971,366 Switzerland __ 322,101 3,336,200 3,577,269 
Mawar pees cre 6,190,893 60,603,212 47,482,890 Europe, n.e.s. .. 202,314 2,749,708 2,905,223 
Indonesia =... 11,369,902 312,495,759 501,428,419 United States 
APAN we ess 9,034,064 228,261,201 317,964,070 Oceania ...... 3,098,109 31,317,496 31,924,116 
Korea, North .. — 32,400 — Oceania, n.e.s, 951,268 13,857,481 10,292,864 
Korea, South .. 6,919,507 71,366,430 125,182,160 
Macau eeott = 5,285,624 66,380,683 57,706,599 Total Mer- 
Philippines. 7,192,495 72,813,345 47,034,157 chandise _ 238,243,347  3,016,272,226 3,209,614,428 
Thailand ..... 16,811,733 188,159,486 319,639,045 Total Gold 
Cambodia __.... 4,008,671 46,308,016 ) and Specie 31,635,200 408,320,048 513,592,356 
TAOS oenenen------ 7,832,685 68,662,725 ) 138,665,918 
Vietnam, North 1,544,863 30,485,166 ) set Grand Total 269,878,547 3,424,592,274 3,723,206,784 
Vietnam, South 1,761,157 33,086,853 ) 
IMPORTS, BY DIVISIONS 
December, Jan./ Dec. Jan./Dec. 
1957 1957 1956 
Division HK$ HK$ HK$ 
Live animals cee ace -- 19,856,254 178,780,493 162,933,476 
Meat & preparations a 6,741,103 66,834,557 45,012,792 
Dairy products —- 7,431,851 100,766,458 84,264,354 
Fish & Brenarafions. 10,756,392 93,792,314 84,586,858 
Cereals a 20,532,957 287,728,866 275,473,830 
Fruits, vegetablés 23,005,869 233,422,443 200,137,101 
Sugar & preparations — 6,646,012 91,612,047 83,073,790 
Coffee, tea, cocoa, spices ~-- 5,654,902 61,685,208 52,944,210 
Feeding stuffs — 484,369 8,452,077 8,597,976 
Miscellaneous food — 3,880,907 38,326,138 31,749,150 
Beverages. .... ees = 2,692,518 32,529,540 26,999,888 
Tobacco & manufactures = ae 6,932,293 74, 050, 554 59,089,165 
Hides, skins, furs (undressed) mas 471,623 13,359, "250 14,572,518 
Oil seeds, nuts = — 2,916,948 34, 686,769 40,273,181 
Crude rubber (including synthetic) — 1,852,982 18,311,033 20,877,491 
Wood, lumber, cork . se 7,145,994 76,771,510 69,290,974 
Pulp, waste paper .... = 56,893 3,072,265 3,016,341 
Textile fibres & waste = 19,232,485 309,113,496 316,040,588 
Crude fertilisers & minerals = ae 918,946 10,422,882 8,437,816 
Ores, metal scrap a os 297,512 59,702,616 15,022,323 
Animal & vegetable crude ‘materials : 15,385,495 181,220,378 176,728,252 
Mineral fuels, lubricants, related materials es Bes 15,236,108 212,823,478 207,876,868 
Animal & vegetable oils (not essential oils), fats, 
greases, derivatives... = a + 28 8,517,079 89,442,419 78,313,253 
Chemical elements & compounds .... x acs ai 3,567,258 52,098,425 41,779,078 
Mineral tar, crude chemicals... ae ae 2.508 328,200 1,630,940 
Dyeing, tanning & colouring materials : — 3,922,641 48,915,284 39,534,278 
Medicinal & pharmaceutical products Fe sen 8,838,214 83,622,144 58,278,026 
Perfume materials, cleansing Besperabans i — 3,455,482 43,733,733 45,870,098 
Fertilizers (manufactured) aks sos = = 131,558 10,399,457 36,965,094 
Explosives, chemicals = . — 4,338,993 78,686,609 56,307,284 
Leather & manufactures, dressed furs _... Fe ee 1,655,571 24,702,788 20,451,936 
Rubber manufactures a = = — — 1,123,942 13,887,348 17,796,088 
Wood & cork manufactures = “+ -_—- 1,545,655 12,784,426 10,833,961 
Paper, paperboard & manufactures... = 10,396,011 130,499,368 117,525,973 
Textile yarn, fabrics, made-up articles a a 68,502,487 941,455,178 921,520,440 
Non-metallic mineral manufactures ks ae =a 7,648,471 94,646,455 91,439,039 
Silver, platinum, gems, jewellery ane ee nae 9,400,957 106,719,765 98,748,376 
Base metals ae = xcs Eee = = 16,669,807 331,669,197 264,976,676 
Manufactures of metals a RE ans oes 5,284,634 66,453,007 59,809,776 
Machinery other than electric _.. oo fae aes 17,849,508 177,831,201 121, 968,751 
Electric machinery & appliances -.. aot ony Be 9,197,543 99,518,684 82, 380. "292 
Transport equipment ae = — —_ — 10,817,871 114,779,302 81,278,452 
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December, Jan./Dec. Jan./Dec. 
Divisi 1957 1957 1956 
ivision HK$ HK$ HK$ 
Prefabricated buildings; Poe: meeps & Vodice 
fittings ae 822,116 12,982,666 13,643,107 
Furniture, fixtures” 474,368 4,902,096 3,655,671 
Travel goods 288,813 3,217,979 2,443,036 
Clothing 6,045,996 62,141,711 43,110,958 
Footwear 1,045,595 9,910,023 4,100,678 
Scientific instruments; photographic & optical goods; 
watches, clocks Bex’ a 17,899,015 238,226,038 165,152,384 
MiscelHaneous manufactures 9,420,273 107,858,011 99,105,042 
Live animals (not for food) 44,699 584,031 577,502 
Gold, specie a Re: 28,092,831 403,532,724 490,429,651 
Total: 435,130,309 5,552,987,641 5,056,624,782 
EXPORTS, BY DIVISIONS 
December, Jan./Dec. Jan./Dec. 
1957 1957 1956 
Division HK$ HK$ HK$ 
Live animals 151,390 971,386 502,310 
Meat & preparations 1,131,754 8,918,583 9,163,519 
Dairy products : 2,178,357 14,888,551 16,335,597 
Fish & pecheretions 3,722,663 33,184,175 26,592,926 
Cereals oe 4,408,980 44,786,572 54,400,362 
Fruits, vegetables 11,604,404 119,147,288 117,736,655 
Sugar & preparations 1,790,411 54,546,366 47,009,041 
Coffee, tea, cocoa, spices 2,519,505 30,070,859 28,366,145 
Feeding stuffs age 239,574 2,445,718 2,608,117 
Miscellaneous food 3,065,900 32,688,882 32,038,308 
Beverages fe 1,046,841 11,268,686 12,259,725 
Tobacco & manufactures ee 885,239 9,500,292 8,115,181 
Hides, skins, furs (undressed) » = eae 856,846 10,593,732 16,508,691 
Oil seeds, nuts oa spec mew eons 1,741,018 18,492,591 39,197,914 
Crude rubber (including synthetic) : 226,255 2,366,383 487,992 
Wood, lumber, cork = 720,099 10,804,155 8,572,930 
Pulp, waste paper .... 97,776 2,283,360 1,921,756 
Textile fibres & waste 2,209,967 69,220,149 101,227,461 
Crude fertilisers & minerals 377,487 4,214,464 4,221,218 
Ores, metal scrap 685,308 89,932,517 67,479,329 
Animal & vegetable “crude ‘materials 9,362,568 114,591,475 143,474,526 
Mineral fuels, lubricants, related materials as Less 319,423 5,347,016 28,874,196 
Animal & vegetable oils (not essential oils), fats, 
greases, derivatives bee Ane See 2,688,253 41,574,085 35,315,252 
Chemical elements & compounds .... 1,467,263 18,922,704 15,528,850 
Mineral tar, crude chemicals 264 149,573 1,043,416 
Dyeing, tanning & colouring materials 5,837,376 49,231,516 51,628,490 
Medicinal & pharmaceutical products ...- 7,303,650 81,868,020 52,607,877 
Perfume materials, cleansing preparations 1,781,554 23,055,680 26,004,164 
Fertilizers (manufactured) . cn 87,666 10,210,581 37,233,042 
Explosives, chemicals 1,744,942 21,849,591 18,633,941 
Leather & manufactures, dressed furs 241,239 2,037,502 2,588,749 
Rubber manufactures 342,319 5,201,009 10,655,393 
Wood & cork manufactures 442,078 4,668,281 3,940,932 
Paper, paperboard & manufactures 3,712,312 51,594,211 71,365,541 
Textile yarn, fabrics, made-up articles 59,342,619 752,199,404 834,958,953 
Non-metallic mineral manufactures 2,587,437 39,985,654 50,965,044 
Silver, platinum, gems, jewellery 2,621,254 30,507,146 33,416,167 
Base metals ae ee 4,673,303 106,688,277 121,344,630 
Manufactures. of metals 11,341,572 122,853,271 135,409,812 
Machinery other than electric 2,753,939 34,004,833 49,969,634 
Electric machinery & appliances .... 3,508,864 37,205,348 36,947,745 
Transport equipment 1,546,321 36,371,114 32,738,611 
Prefabricated buildings; plumbing, heating a - lighting 
fittings ae 3,639,028 65,701,645 78,432,277 
Furniture, fixtures art aes mabe 3,445,897 36,440,410 33,469,529 
Travel goods eS ae a Ras a foe 1,541,847 18,053,412 17,339,342 
Clothing ir ee hes 3: ee aes 255 38,278,447 438,785,278 399,308,827 
Footwear we 8,193,796 73,521,637 83,719,918 
Scientific instruments; photographie & optical: goods; 
watches, clocks 3,753,992 39,141,557 42,573,709 
Miscellaneous manufactures. 15,937,873 183,370,694 164,810,988 
Live animals (not for food) 86,477 813,593 569,696 
Gold, specie ae as mice 31,635,200 408,320,048 513,592,356 
(Total. ee Bose aden — Stee ees 269,878,547 3,424,592,274 3,723,206,784 
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HONGKONG 
EXPORTS, BY COMMODITIES 
December, Jan./Dec. Jan./Dec. 
Commodity 1957 1957 1956 
HK$ HK$ HK$ 
Fish in airtight con- 

tAINETS — _.aeeceeeeeoeeee 172,907 2,178,122 2,248,013 
Fruits (preserved) -... 1,142,447 13,970,370 15,578,001 
Jams, fruit jellies -...- — 1,894 1,233 
Fruit juices (unfer- 

TON CC te eae cseeneeee 14,626 316,804 476,139 
Non-alcoholic bever- 

CYP: pene eet wie 31,927 991,298 869,662 
IBGGr. 5... .. Soreness aes 7,440 16,609 38,150 
Cigarettes — ...-..-....-..- im 1.76,076 1,991,142 1,089,517 
NPON OLC beeen cee= 239,210 3,982,887 4,694,943 
Tungsten ore ........ 31,500 133,463 
Seagrass — ........------...- 5,890 105,051 85,866 
Lacquers, varnishes -. 308,666 2,967,746 8,050,852 
Paints, enamels, mas- 

CLC Sin epee etasket sea 1,186,149 13,034,759 11,816,966 
Cotton yarn ............ 6,878,921 108,663,871 97,587,880 
Cotton piecegoods .... 19,196,255 230,639,596 173,307,143 
Towels (not embroi- ; 

Cered)) Mok. enttst--, = 1020731 12,361,718 14,350,794 
Linen (embroidered) 1,287,247 15,648,542 10,736,233 
Cements G5 eo ia.cc.c 342,706 5,811,116 7,924,713 
Tron & steel bars .... 640,145 10,837,845 14,643,115 
Enamelware ............ 5,965,817 66,024,457 76,176,404 
Aluminiumware 875,409 8,961,863 8,240,844 
Torch batteries _..... 1,076,978 11,005,205 8,744,393 
Torch bulbs .......... 820,345 4,254,816 5,968,109 
Electric Torches 2,338,887 41,261,343 49,394,345 
Metal lanterns .......... 604,463 14,151,242 17,191,297 
Cotton singlets ....... 2,556,681 36,927,482 75,453,657 
Underwear, night- 

wear (embroider-__ 

OC) Ure oak cee 169,665 8,997,911 3,180,839 
SHIPbeay Cea eeaeveses 5,350,929 83,252,272 71,550,966 
Outerwear (embroi- 

GOred) esate ce 604,120 8,741,279 7,146,449 
Embroidered articles 

of clothing (e.g., 

handkerchiefs, 

shawls, etc.), n.e.s. 646,977 7,741,136 6,182,865 
Footwear <..2........-.... 7,159,544 64,307,001 76,742,270 
Matches ..._..... 130,567 914,898 856,986 
Plastics articles ........ 829,577 11,019,242 9,693,554 
Vacuum flasks .......... 377,018 7,819,553 7,487,213 

Otel eee 61,658,320 793,925,020 782,592,874 
EXPORTS, BY COUNTRIES 
December, Jan./Dec. Jan./Dec. 
Country 1957 1957 1956 
HK$ HK$ HK$ 
United Kingdom Ferre 17,379,323 174,531,565 162,287,778 
Central African 

Federation .......-.- 303,843 5,622,078 5,482,576 
East Africa, British ._ 1,336,144 18,529,183 19,854,268 
South Africa ............ 2,018,668 28,217,775 18,932,458 
UNIS OT1G g reccreansecceenncsne 8,505,243 22,575,827 ) 

West Africa, British, ) 44,382,207 

NG iSeag Beever een neon 649,254 11,186,368 ) 

Camiad pm oae-ceeeegenceace 826,569 10,867,248 6,627,656 
West Indies, British .. 838,916 11,849,141 8,851,008 
Borneo, British ........ 913,770 10,444,012 12,194,546 
Cevlon — 3 422,924 5,157,854 4,336,447 
India ..... 91,556 1,662,756 6,578,871 
Pee ave 6,250,502 77,248,263 88,110,591 
Pakistan 180,316 1,208,116 1,696,602 
Australia —...... 1,439,939 21,685,452 19,331,899 
New Zealand ........... 611,908 6,165,433 5,468,908 
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PRODUCTS 
December, Jan./ Dec. Jan./Dec. 
Country 1957 1957 1956 
HK$ HK$ HK$ 
Fiji oe 109,212 13225167 ) 
Oceania, British, ) 
TGs84 | cotkenressenes 2,444 726,916 ) 
Mauritius ....-..---------- 207,874 2,129,016») 
Mediterranean Ter- } 
ritories, Br. ....------ 161,421 4,100,169 10,564,556 
hdew cn ee 348,959 4,066,095 ) 1564, 
British Common- ) 
wealth, n.e.s. ........ 13,501 101,426 ) 
Eeypt 3,364 3,364 277,439 
Belgian Congo ......--. » 605,419 6,633,940 ) 
North Africa, French 43,691 yee a) 
uatorial & West 
ares ay ie ce 2,656,417 31,492,810) 34:210,312 
Madagascar : 52,002 2,482,246 ) 
Africa, n.e.s. - 1,183,903 14,704,775 ) 
US: Age 1,914,479 39,574,998 20,457,811 
Cubase 245,292 2,026,507 ) 
Haiti 225,140 997,130 ) 
Meaxicou Se ee pe 81,829 1,617,870 ) 12,760,410 
entral America, ) 
10.8 cat ee 887,850 12,038,238 ) 
Argentina 3,666 101,818 4,187 
Brazil ......... kevee 340,352 14,622 
Venezuela 6,531 E32, 203)) 
South America, nes. 282,375 6,682,580) 11,828,566 
Burmale eee 149,481 11,711,254 6,581,381 
China 3,849 2,458,569 4,492,309 
Taiwan bs 9,284 961,196 1,450,633 
Indonesia 1,848,320 81,353,345 126,023,744 
Japan ows 276,825 4,735,701 9,227,923 
Korea, South 11,408 235,431 4,778,869 
Maca 441,681 5,965,159 4,770,459 
Philippines 3,240,603 37,997,782 24,749,259 
Thailand wegen 2,870,488 34,692,184 48,045,389 
Csmheds . Reape 5,270,710 ) 
ROS ea eee ee eee ,017,931 22,072,998 ) 
Vietnam, North 666 21,626) 25,182,135 
Vietnam, South .._... a 240,657 1,669,088 ) 
Middle & Near East 1,058,123 10,051,528 11,402,230 
Asia; n,e1s,, 14,869 923,599 2,185,454 
Austria — 1,664 408 
Belgium ee ee 166,547 1,701,358 1,894,058 
Denmark, 7. ee 127,346 1,772,765 1,579,084 
Rranee: 7... eee 125,994 550,457 660,206 
Germany, West 819,069 6,419,109 2,334,824 
Tialy. 2. oe ees 69,172 1,081,588 646,961 
Netherlands 151,550 2,273,296 3,006,509 
Norway _....... 193,639 2,049,361 514,335 
Sweden se seems 146,855 2,059,590 1,556,408 
Switzerland __.......... 25,927 305,484 302,303 
Kurope, nes. 98,980 655,952 522,977 
United States 
Oceania Jone 540,615 3,860,103 8,399,025 
Oceania, nes. 254,677 4,527,278 3,386,957 
Total maces. ee 61,658,320 793,925,020 782,592,874 


